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Glossary 
 
Australian Charities and Not-for-profits Commission (ACNC): Australian statutory body of the third 
sector. 
Not-for-profit organisation (NFP): ACNC states that NFPs are organisations that do not operate for the 
profit, personal gain or the benefit of particular people (for example, its members, the people who run 
it or their friends and relatives). 
Philanthropic organisation (PO): a NFP organisation that has as its main activity providing grants to other 
NFPs.  
Third sector: consists of the group of organisations that are neither government nor private. 
  
2 
 
Research Abstract 
 
The weight of contemporary social issues has put great pressure on not-for-profit organisations (NFPs) 
to respond to the complex needs of the people and causes they serve, to challenge vulnerability, 
disadvantage, and to produce social justice. The success of NFPs is today complicated by funding 
relationships. The Australian third sector has been characterised by its dependence on government 
funding. Furthermore, there are specific issues that affect directly POs, such as low levels of 
accountability, transparency and data availability. 
Some donors that fund NFPs see grant-making as an ‘investment’ and some grant-making organisations 
have attributed NFPs’ lack of success to deficiencies in their capacities to ‘solve’ social issues. For that 
reason, capacity building, the subject matter of this thesis, is a concept that has gained popularity among 
grant-making organisations as a way of supporting NFPs’ undeveloped or lacking capacities. 
Despite the interest in capacity building, there is a lack of a unified definition, rigorous evaluation, and 
an absence of cooperation and partnership among donors supporting capacity building. This project 
approaches capacity building by focusing on practices described in the literature that foster the 
development of capacity building. This approach adopts systems theory to understand how change 
matter more systematic and identifies two components: the first, four levels of capacity, and the second, 
six essential criteria that enable the development of capacity building. 
By adopting these crucial components, the present study examines the Australian third sector to identify 
how closely it contains these elements and to consider the conditions that might influence capacity-
building practices among philanthropic organisations (POs) in the state of Victoria in Australia. This 
represents an area where very little literature exists about the practices of POs that support NFPs’ 
capacities and their own capacities in Australia. 
POs are the focus of this project and their funding to the sector differs from that of government. These 
organisations are an alternative source of funding for NFPs that is characterised by support for creativity, 
innovation, risk-taking and accountability requirements, as well as their influence over NFPs’ activities. 
Furthermore, POs are most often constituted as NFPs, which makes them part of the third sector having 
proximity to and better understanding of NFPs, as well as sharing the same struggles faced within the 
Australian third sector context. 
To examine the POs’ capacity-building practices, an exploratory multi-method study has been conducted 
in two phases. The first phase was quantitative: an online survey that sought to characterise all Victorian 
POs that practise capacity building. The second phase was qualitative; semi-structured interviews to 
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deepen the knowledge of capacity-building practices that support NFPs’ capacity building (externally). 
The study also explores to a lesser extent the practices that POs follow for the development of their own 
capacity building (internally). 
The results from this project show that POs do not follow a systematic approach to supporting capacity 
building. The two main levels of capacities that POs support are: group capacities and organisational 
capacities. This focus misses individual and inter-organisational capacity building – which are also 
required for the sustainability of capacity-building outcomes. 
The findings suggest that POs face several issues that affect the implementation of capacity building 
externally. The main limitation appears when POs’ funding for programs and projects include elements 
called capacity building. The embeddedness of capacity-building grants within what are considered 
regular grants supporting programs and projects makes it difficult to track the capacity-building 
elements. Hence POs do not know the reach and scope of funding for capacity building, or the outcomes 
of supporting certain capacities. This does not indicate that there are no capacity-building practices that 
align with the six essential criteria. These practices, however, are isolated from a systematic application 
and have not been assessed. It is important that these practices are evaluated in the future to understand 
their effectiveness and the outcomes achieved at a system level. For the implementation of capacity 
building internally (to their own organisation), POs do not apply the same interest and resolution as 
when they support it externally. The findings of this study show that more and more systematic support 
of capacity building is required to achieve the intention of strengthening NFPs’ interventions to reduce 
or eliminate social issues. 
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CHAPTER 1. INTRODUCTION 
 
Not-for-profits (NFPs) are organisations formed by people who share interests or perspectives with 
the objective of providing solutions to a wide range of social issues. They “can be powerful agents for 
change – as partners in the delivery of better services, enabling social inclusion and making 
governments more effective, accountable and transparent” (AusAID, 2012, p. 1). Furthermore, some 
NFPs fill the gaps neglected by the public and private sectors (Banks & Hulme, 2012; De Vita & Fleming, 
2001; Phillips, 2005). NFPs reflect the community’s capacity to respond to its unmet needs and 
highlight issues that might pass unnoticed by public authorities (Ciucescu, 2009). 
However, NFPs face criticism and pressure in relation to the effectiveness of their performance (Bozzo, 
2000; Light, 2004). NFPs “face high expectations for accountability, competition, and an increased 
demand for services” (Brown, Andersson & Jo, 2016, p. 2890). They also raise concerns about not 
being able to keep up effectively and efficiently in a dynamic environment, or possessing the capacity 
and technical skills to face change (Bozzo, 2000; W. Brown et al., 2016; De Vita & Fleming, 2001). Banks 
and Hulme (2012) mention legitimacy and sustainability as concerns, because NFPs are no longer seen 
as autonomous, grassroots-oriented and innovative. They state that NFPs have failed to tackle the 
more structurally entrenched causes and manifestations of social issues, treating them as technical 
problems that simply need ‘a fix’ to overcome them.  
Therefore, while levels of funding for NFPs’ programs and projects increase (Banks & Hulme, 2012), 
the pressure from donors that fund and support NFPs is also increasing. There are certain donors that 
see grant-making as an ‘investment’ for which they expect a ‘return’ (De Vita & Fleming, 2001; Hay & 
Muller, 2013; Raymond, 2012). The pressures on NFPs come with demands for higher standards of 
accountability, behaviour and performance, to achieve transparency in the activities they perform and 
more responsibility to those they serve (Leat, 2004b). 
One source of funding for NFPs are philanthropic organisations (POs). POs have as their main purpose 
the support of different NFPs through grant-making (Leat, 2004b). Such donors have more alignment 
with NFPs than other types of donors as a consequence of also belonging to the third sector, a sector 
that comprises organisations that are neither public nor private (Harris & White, 2013; Kenny, 2015). 
Some classifications of organisations within the third sector are: voluntary and charity organisations; 
community groups; cooperatives; social enterprises; and NFPs (Harris & White, 2013). 
Some POs have attributed NFPs’ lack of success to deficiencies in capacities (De Vita & Fleming, 2001; 
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Kibbe, 2004). For that reason, capacity building is a concept that has gained popularity among POs as 
a way of supporting NFPs’ weak or lacking capacities; to improve their financial health (Gregory & 
Howard, 2009); performance (De Vita & Fleming, 2001); and as ‘insurance’ to avoid programmatic 
failure (Kibbe, 2004). POs now assume they have a vested interest when supporting NFPs’ capacity 
building. As De Vita and Fleming (2001) indicate: “If [NFPs] function effectively, grant-making dollars 
can be leveraged beyond the impact of any one grant” (p. 88). In Australia, the ACNC sub-report 
‘Australia’s Grant-making Charities 2016’ indicates that almost 4 out of 10 POs provide funding for 
capacity building (Cortis, Powell, Ramia & Marjolin, 2018). 
However, building the capacity of NFPs is not a simple task, a one-time fix or a permanent solution 
(De Vita & Fleming, 2001; Light & Hubbard, 2004). There are several barriers when implementing 
capacity building. There is a lack of a unified definition and rigorous evaluations of capacity building 
itself (Hunt, 2005; Jackson, 2009; Kibbe, 2004; Light & Hubbard, 2004; Lusthaus et al., 1999; Otoo, 
Agapitova & Behrens, 2009). It is unknown which elements of capacity are the most important, which 
level of capacity is required to perform satisfactorily (Brown, LaFond & Macintyre, 2001) and where 
to begin or what to do (De Vita & Fleming, 2001). Moreover, there is an absence of cooperation and 
partnership among donors that support capacity building to share knowledge and practices (Kibbe, 
2004): 
Defining terms, aligning efforts, and collaborating on experiments and evaluation is easy to 
recommend but difficult to achieve in philanthropy, which has long been characterized by a 
spirit of independence and individual initiative in innovation (Kibbe, 2004, p. 78). 
To address these issues, a literature review for this study led to the adoption of a systems theory 
approach to capacity building. Furthermore, as outlined below, the literature review suggests that 
achieving capacity building relies upon a hierarchy of ‘levels of capacities’ and a set of criteria 
implemented in a ‘breakthrough model’. These concepts and their relevance are described below. In 
Chapter 2, POs’ capacity-building practices in Australia along with the barriers experienced in the 
context of Australian third sector practice are explored. The gaps in the sector are further 
problematised in Chapter 3 prior to the development of a study methodology. 
1.1 Systems theory 
Much of the work on organisations lies in systems thinking (Boland & Fowler, 2000; Rhydderch, Elwyn, 
Marshall & Grol, 2004).Thinking in relation to systems allows interrelated capacity building within the 
Australian third sector to be examined, offering as it does a framework to deal with the diversity of 
understandings and practice. The framework that will be further developed in Chapter 3 places 
capacity building within a wider hierarchical system across four levels of capacities and adopts six 
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essential criteria grounded in the literature as a framework for understanding the extent to which POs 
successfully support NPFs’ capacity building.  
There have been different perspectives influencing thinking in systems theory that date from the 
Ancient Greeks (Bausch, 2001; Dekkers, 2017). More formally, systems theories emerged in the first 
half of the 20th century due to the increased complexity of real-life systems that require a solution 
and a coherent manner in which to approach them (Dekkers, 2017; Herting & Stein, 2007; Skyttner, 
2005). Systems theory’s application adopts principles from fields such as biology, engineering and 
physics; however, the philosophical dimensions found in systems support its use in fields such as 
psychology, sociology and management, among others (Bausch, 2001; Dekkers, 2017; Herting & Stein, 
2007).  
Capacity building forms part of a social system; therefore, it requires a holistic approach to consider 
and understand the interactions with various actors: those who regulate, support, implement and 
benefit from organisational relationships, including capacity building. The interactions are expected 
to achieve certain outcomes within a limited and defined environment, as the system operates as a 
single whole made up of varying parts, each of which makes a defined contribution to the whole 
system. The interactions are expected to achieve certain outcomes within a limited and defined 
environment. These “elements, attributes, interactions, outcomes and boundaries” conform to what 
is required to define a ‘system’ (Rhodes, 2012). Gilbert and Gale (2008) mention some of the major 
characteristics found in every system: 
• It is embedded and operates in an environment. 
• It is distinguished from its environment by a clear system boundary. 
• It takes input from its environment and processes or transforms it. 
• It provides the resulting output to its environment. 
• It involves internal processes. 
• It contains control mechanisms for assessment. 
• It has emergent properties. 
• It uses resources. 
 
The literature on systems theory suggests that, to understand social interactions within an 
organisational environment, soft systems are an essential feature, as they tackle the real-world 
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problems associated with human activity that are vague, inaccurate or explicit disasters (Bausch, 2001; 
Checkland, 1999; Dekkers, 2017; Laszlo & Krippner, 1998). This approach differs from other problem-
solving applications of systems approaches, as seen in Figure 1. Soft systems focus on unstructured 
problems that require iteration and questioning (Dekkers, 2017). “The soft system methodology 
proves a way of getting from ‘finding out’ about a problem situation to ‘taking action’ to alleviate it” 
(Dekkers, 2017, p. 288). Checkland (1999), one of the main theorists of soft systems, suggests that the 
process of enquiry into the problematic situations that make up the world can be organised as a 
system (Checkland, 1999). Soft systems also “encourage diverging views in order to clarify goals, 
objectives, and procedures through cycles of examining practice, theorizing, applying theory, 
examining results, retheorizing, and reapplying” (Bausch, 2001, p. 104). 
 
Figure 1. Systems theoretical branches 
Figure 1. adapted from Systems theories: Their origins, foundations, and development by A. Laszlo and S. Krippner, 1998. 
Elsevier, p. 35. 
 
In theory then, the attributes of soft systems are needed when addressing gaps found in achieving the 
purpose of capacity building and in accomplishing change. Two approaches have been considered in 
this project. 
First, this project uses a soft systems methodology called ‘breakthrough thinking’ (Chandon & Nadler, 
2000; Skyttner, 2005). This system provides a holistic approach to problem-solving by combining 
approaches of problem solving and problem prevention (Skyttner, 2005). The starting point is “that 
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people and organisations need an understanding of the purposes, not the problems, in order to move 
ahead and be successful” (Skyttner, 2005, p. 465).  
Second, the use of a soft system methodology developed by Dekkers (2017) has the objective of 
implementing changes into the structure of an organisation. These changes are called breakthroughs, 
in which “the more one learns, the easier it gets and also novel insight may occur” (Dekkers, 2017, p. 
75). The capacity-building approach of this project focuses on a systematic practice implementation 
that should change capacities within organisations. Therefore, the reasoning behind deploying this 
breakthrough model is that, if changes are required, an “organisation needs to rethink its objectives, 
strategy and resource allocation” (Dekkers, 2017, p. 255). Dekkers’ model is composed of six steps 
that are iteratively linked: strategy formation; confrontation and tuning; configuration and resource 
allocation; operations; verification of master plan; and evaluation of strategy, as shown in Figure 2. 
This model will be used to assess the systematisation of practices that POs perform in Victoria in 
relation to capacity building.  
 
Figure 2. Breakthrough model 
Figure 2. reprinted from Applied systems theory by R. Dekkers, 2017. Springer International, p. xxvi. 
 
This project conceptualises capacity building through the application of systems thinking. There is 
another reason for doing so, as outlined later. There are a variety of definitions of the capacity-building 
concept. The lack of a common understanding of capacity building has had an effect on the 
evaluations, affecting the replicability of findings. For that reason, soft systems methodology serves 
as a “process for process evaluation” (Dekkers, 2017, p. 142). 
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Therefore, the combination of the two soft systems methodologies mentioned helps, first, to identify 
a clear and specific purpose to be achieved with capacity building and, second, to model how change 
in capacities should happen.  
This breakthrough model is appropriate when innovation or strategy renewal is needed, such as in 
product development, process development and changes in organisational structure (Dekkers, 2017). 
An example of this is Kartnell, a furniture company that for three decades was a pioneer in 
technological innovation in plastic furniture. The lack of appeal of plastic and lack of inspiration 
affected it during the 1980s. In the early 1990s a collaborative approach with emerging designers 
stimulated the refinement of core capacities, renewing product lines and its brand image (Ravasi & 
Lojacono, 2005). Similarly, the environment for NFPs is changing significantly and capacity building is 
seen by ACNC as important in an environment of competition. How then are POs and NFPs gearing up 
for such change? 
To implement the breakthrough model, it is important to locate it in a wider system. Boulding (1956), 
one of the founding fathers of the system movement, develops a ‘system of systems’ introducing nine 
levels of hierarchical complexity. The hierarchical approach indicates that each of the nine levels needs 
to be progressively accomplished and gaps in each identified (Kramer & Smit, 1977). 
Potter and Brough (2004) propose a similar hierarchical structure of capacity needs, shown in Figure 
3. The structure has interconnected levels that “show how the effectiveness of one form of capacity 
depends on, and builds on, the effectiveness of other forms of capacity” (Potter & Brough, 2004, p. 
339). This model assists the identification of gaps in each component to identify where action is most 
needed (Potter & Brough, 2004). For example, if staff are trained but they are not going to be able to 
apply their skills or techniques, or if they lack consumables or power, they will not be able to perform 
the tasks they were trained for (Potter & Brough, 2004). 
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Figure 3. Hierarchical structure of capacity needs 
Figure 3. reprinted from ‘Systematic capacity building: A hierarchy of needs’ by C. Potter & R. Brough, 2004. Health Policy 
and Planning, 19(5), p. 340. 
 
The breakthrough model and the hierarchy of capacity needs are the systems that have guided the 
approach in this study when exploring capacity-building practices of POs that support NFPs’ capacities 
in Victoria. The framework developed assists the evaluation of capacity-building implementation and 
identifies results against more formal criteria. Finally, considering that capacity building happens in a 
dynamic and complex environment, and that this is a social and interactional environment, a 
breakthrough strategy is appropriate. Consideration of the environment is then conceived within 
levels of capacities that assist the sustainability and achievement of capacity building.  
These elements will be further discussed in Chapter 3 in moving towards project operationalisation. 
 
1.2 Developing project aims 
Capacity building has attracted long-standing criticisms that the real value of such intervention 
remains elusive. That is why a systematic implementation is what is proposed in this project. The 
breakthrough model provides the systematic perspective to approach capacity building focusing on 
change. The change expected in capacities includes strengthening, making better use, eliminating and 
creating. Without any sort of change in capacities, the implementation of strategies to tackle social 
issues will remain frozen over time. The social environment will preserve its boundary-maintaining 
conditions and no real adaptation will occur by those NFPs in the system. The boundary-maintaining 
elements will be further discussed in Chapter 2, when considering the Australian third sector context, 
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and in Chapter 3, given the relationships between donor and donee.  
Influencing the social environment and tackling complex social issues are of interest to the third 
sector. The financial support received from POs is an important factor that can assist the efficient 
support of capacity building, as these organisations are characterised by their independence from 
government agendas and, at the same time, are actors that influence policies.  
Independence from (and at times competition with) government priorities is a trademark of 
private philanthropy and an integral part of what makes it a powerful and effective force for 
change. Yet philanthropy is also inextricably linked to public policy, in particular when 
philanthropists are strategic in their giving and aim to influence the decisions and actions of 
policymakers (Newland, Terrazas & Munster, 2010, p. 18). 
However, very little literature exists about the practices of POs that support NFPs’ capacities and their 
own capacities in Australia. It is important to explore these practices to identify the areas where 
capacity building is needed the most, to provide evidence of capacity-building outcomes and to 
understand how the changes attributed to capacity building assist NFPs to achieve their objectives. 
Evidence of capacity-building practices has the potential to influence other donors and policies.  
Pursuing this further, one of the main donors to the Australian third sector is the government. Many 
suggest this creates a dependence by the sector on government funds (Madden & Scaife, 2010; Scaife, 
McDonald, Williamson & Mossel, 2015). This funding dependence has not allowed freedom of speech 
for the sector (Carson & Maddison, 2017; Cham, 2013; Lyons, 1998; Maddison & Carson, 2017; Staples, 
2007). This perpetuates the welfare approach that the government has and it uses the third sector to 
follow its policy agenda (Flack & Ryan, 2005; McDonald & Marston, 2002; Wiepking & Handy, 2015). 
Additionally, the government has a top-down approach that dictates what is to be delivered and the 
accountability for it (Flack & Ryan, 2005; McDonald & Marston, 2002). 
In sum, government support has been focused on financial support of programs and projects by 
contracting third sector organisations as service providers (Maddison & Carson, 2017). This does not 
consider either sectoral change and adaptation, or how the sector builds its capacities over time. A 
strategy supporting capacity building would therefore have the potential to support the third sector 
by increasing or developing capacities to achieve the outcomes NFPs pursue when supporting 
vulnerable populations. In addition, extrapolating the lack of voice of the sector, Castells (2008) argues 
that a stronger sector also enables a pluralistic civil society. An ineffective civil society jeopardises 
democracy, as the ideas and interest of citizens are not structured or channelled to be heard and 
debated (Castells, 2008). 
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Therefore, the evidence that POs can provide about capacity-building practices has the potential to 
influence other ‘donors’ such as the government to direct funds to areas that assist the strengthening 
of the third sector. 
1.2.1 Research questions 
Given that POs attribute the lack of success of NFPs to their undeveloped capacities (De Vita & 
Fleming, 2001; Kibbe, 2004), it is important to understand how POs make these estimations, how they 
construct their grant-making responses within a capacity-building frame and how they apply capacity 
building for themselves. This is important given that POs and NFPs likewise are argued to have failed 
to meet their intended goals (McGoey, 2012). This project, therefore, addresses the following research 
questions: 
RQ1. What are the levels and the practices of philanthropic organisations in Victoria that 
support the development of not-for-profit organisations’ capacity building? 
RQ2. What influences and limits capacity-building practices in the Australian third sector? 
RQ3. What are the practices of philanthropic organisations in Victoria to support their own 
capacity building? 
1.3 Overview of the thesis 
As set out earlier, Dekkers' (2017) breakthrough model of six elements is adopted as a template to 
implement capacity building as a breakthrough model and to answer the research questions. 
Throughout the thesis, the elements of the model have been adopted as follows: 
By scanning the environment in Chapter 2, the history of the third sector in Australia is presented. This 
provides a context to understand the historical roots of the third sector and the philanthropic sector 
in Australia, the reasons for focusing on POs as the supporters of capacity building, some challenges 
that the third sector faces and a brief examination of capacity building in Australia. These elements 
are important in order to understand the boundary-maintaining system that presents challenges the 
sector needs to face. The identification of challenges provides a purpose to develop strategies to 
explore capacity-building practices.  
The history of capacity building in Chapter 3 acknowledges that the concept is widely known and used. 
By drawing on this literature, a four-level model of capacities for capacity building is developed. The 
hierarchical four-level model assists in identifying each system where capacity building is 
implemented, while the breakthrough model of six essential criteria provides the mechanism to 
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systematically assess implementation. The resulting framework determines the elements that are 
sought when exploring POs’ capacity-building practices in Victoria. Therefore, this chapter does not 
address the long-standing criticisms of capacity building such as the lack of a unified definition but, 
rather, focuses on different elements that assist in the systematic implementation of capacity building 
to achieve change. 
The model and frameworks adopted in Chapter 2 and Chapter 3 lead to a methodology that addresses 
the research questions. 
Chapter 4 presents the methodology followed to explore POs’ capacity-building practices and the 
characteristics of POs that support capacity building in Victoria. Considering that the sector has data 
and information that are limited, restricted or still maturing, it is important to get a sense of its 
response. The methodology chapter addresses those issues in the selection of methods, while taking 
account of the time constraints and resources limitations available for this Master’s thesis project. 
This chapter describes the methodology used to explore the capacity-building practices of POs in 
Victoria, regarding the support they provide to NFPs and the application of capacity building for 
themselves. The methodology has two phases: the first is an online survey that characterises POs 
which support capacity building in Victoria; the second is a semi-structured interview that deepens 
the understanding of current practices. In Dekkers’ model, this is where data gathering occurs and the 
verification of the master plan happens when the tools are piloted.  
Chapter 5 analyses the project data, 35 online responses to the survey, 9 semi-structured interviews 
with POs and 2 semi-structured interviews with peak bodies relevant to this project. Limitations in the 
data suggest that further research is still required and applying Dekkers’ model was not wholly 
successful. Nevertheless, some interesting findings are produced and these are discussed in the last 
two chapters. Chapter 6 provides discussion answering the research questions and presenting the 
study limitations, and gives recommendations for future research drawn from this project. Chapter 7 
contains the conclusions of the thesis. 
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CHAPTER 2. THE THIRD SECTOR IN THE AUSTRALIAN CONTEXT 
 
Talcott Parsons’ theory of action focuses on the equilibrating processes of an organism in relation to 
an environment or situation (Parsons, 1951). Parsons states that within systems there are boundary-
maintaining devices. This chapter provides relevant details about the boundary-maintaining 
conditions existing in the Australian third sector context and how they influence the organisations and 
specifically philanthropic organisations (POs) belonging to this sector. To identify these conditions, the 
historical roots of the third sector and POs are explored to evaluate contextual elements that explain 
the boundary-maintaining system persisting in the third sector in contemporary Australia.  
The chapter also focuses on the characteristics and preferences of POs in their fund provision. These 
characteristics and preferences are important when categorising POs that support capacity building 
as part of their fund giving, providing trends in the types of POs that prefer to support capacity 
building, how many of them exist within the Victorian state, what they understand by capacity building 
and which capacities are supported. This focus is on the amount of capacity building taking place, a 
focus on the extent of capacity building as discussed in the methodology. 
The chapter shows that there are several key issues in the sector: low funding of POs and staffing; low 
levels of philanthropic giving; lack of knowledge of the sector within wider Australian society; 
government funding as the main funding source in the sector; government mechanisms to silence the 
sector; low accountability and transparency mechanisms; and limited data about the sector for 
decision-making. These elements are challenging if not undermining to the sector, to presenting 
capacity building as an approach and to the challenges the sector faces today. The relevance of these 
issues is that they address the nature of capacity building and the context in which it takes place, and 
this will be translated into a methodology in Chapter 4, which adopts the interview as the primary 
data collection tool. 
The chapter concludes by providing certain information about capacity building in Australia, which at 
the moment is limited in use and scope when compared to other jurisdictions. 
2.1 Historical roots 
Current Australian philanthropy has its main influence from 18th-century British colonisation. British-
style charity was largely the preserve of churches and charitable institutions, with strong government 
financial support up until World War II (Madden & Scaife, 2010; Scaife et al., 2015). These colonial 
origins and the dominant government presence dictate the feeling that is prevalent nowadays that 
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the government should provide (Leat, 2004a; Liffman, 2007; Scaife et al., 2015; Wiepking & Handy, 
2015). However, the lack of government capacity to cover citizens’ needs has led to the third sector 
seeking to increase its presence within Australian society (Madden & Scaife, 2010; McDonald & 
Marston, 2002), as discussed shortly. 
During this 18th-century period, philanthropic approaches were low level and informal (Scaife et al., 
2015). They were also private and provided small, unplanned donations (Liffman, 2007). Liffman (as 
cited in Madden & Scaife, 2010, p. 1193) mentions that this was partly “due to Australia’s colonial 
history as a penal outpost, with a strong layer of authority, and a cultural disposition towards privacy, 
both in the use of one’s wealth and personal convictions”. Swain (1998) mentions other important 
elements of the culture that affected philanthropy: the masculinist culture, where men were seen as 
the breadwinners and resorting to charity was seen as weakness; and the egalitarian culture that went 
against any display of assistance from the privileged to those in need. 
However, in Victoria the increase in some individuals’ fortunes provided a dictum that “with wealth 
comes obligation” (Scaife et al., 2015, p. 488). The Victorian state government encouraged this by 
offering tax incentives for deductible death duties (Liffman, 2007; Scaife et al., 2015). This caused 
philanthropy to increase in Victoria in a way that did not happen elsewhere in Australia (Liffman, 2007; 
O’Brien, 2008). Notable philanthropists during the late 19th and early 20th centuries included Alfred 
Felton, Sidney Myer, Walter Hall, William McPherson, Sir Ian Potter, Hugh Williamson, Helen 
Macpherson Schutt and Dame Elisabeth Murdoch (Liffman, 2007). However, philanthropy remained 
small and informal, as benefactors did not have an explicit agenda for social change because they were 
“generally reactive and cautious” (Liffman, 2007). 
After World War II, the strong economy fostered the creation of fundraising organisations and the 
government assumed a stronger role in subsidising charities and social services (Madden & Scaife, 
2010; Scaife et al., 2015). This fostered the establishment of formal structures and in 1959 the Myer 
Foundation was created by Sidney Myer’s children (Liffman, 2007). The foundation was professionally 
managed and had as its purposes the influence and concerns of social policy and social change 
(Liffman, 2007). This foundation, in conjunction with the Ian Potter Foundation, generated the 
establishment of the Australian Association of Philanthropy in 1977, renamed Philanthropy Australia 
in 1997 (McGregor-Lowndes, 2010; Timmons, 2013). This collaboration established recognition of the 
responsibility that trusts and foundations have towards the community and maximisation of the 
benefits that philanthropic dollars provide (Timmons, 2013). Other examples of POs are: the Colonial 
Foundation Trust, Lord Mayor’s Charitable Fund, Australian Philanthropic Services Foundation and 
English Family Foundation (Social Ventures Australia, 2015). 
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Although these organisations were managed by citizens, government remained a strong source of 
funding (O’Brien, 2008; Scaife et al., 2015; Swain, 1998). This left the impression on Australians that 
the government remained the main provider of basic services (Liffman, 2007; Madden & Scaife, 2010), 
That generated a perception that there was no need to give, as government should provide. Therefore, 
giving has not been a strong or distinctive attribute in Australian civic culture (Liffman, 2007). 
In the late 1990s, the Australian government recognised that it was having trouble meeting social 
needs (Madden & Scaife, 2010; McDonald & Marston, 2002). The Howard Liberal–National Party (LNP) 
Government established the Prime Minister’s Community Business Partnership to increase 
philanthropy and volunteering across individual and corporate sources (Liffman, 2007; Madden, 2006; 
Madden & Scaife, 2010; Wiepking & Handy, 2015). However, this government perceived the third 
sector as unelected ‘single-issue groups’ and ‘elites’, and John Howard pledged that his government 
would not be ‘owned’ by any special interest (Cham, 2013; Howard, 1996; Staples, 2007). The Howard 
Government therefore defunded and attacked those organisations that criticised its policies (Lyons, 
2007; Staples, 2007), affecting, some argue, the poorest and most disempowered Australians (Staples, 
2007). The funding was directed to contracts that had confidentiality clauses restraining freedom of 
speech or NFPs that carried out what the government considered ‘good works’ (Cham, 2013; Staples, 
2007). While in 2004 that legislation was discontinued, in 2005 two drafts from the Australian Taxation 
Office (ATO) included some restrictions on organisations that engaged in active public advocacy. 
Consequently, if organisations wanted to disengage from government funding, they could face 
taxation measures that restricted their tax deductibility (Staples, 2007). 
In the lead-up to the general election in 2007, the Australian Labor Party (ALP) announced its intention 
to repair the relationship between the government and the third sector, which it alleged to have been 
‘broken’ by the Howard Government (Butcher, 2011). The key component of this was the introduction 
of a ‘social compact’ to generate legislative reform for the transparency and accountability of the 
sector (Madden & Scaife, 2010). Butcher (2011) argues that the social compact lacked well-
documented plans of action, practical measures and monitoring and evaluation processes to achieve 
and provide evidence of the compact’s purpose. 
The compact was set aside when Kevin Rudd became Prime Minister (Butcher, 2015) but in 2010 the 
subsequent Gillard administration brought a progressive reform to the NFP policy sector with the 
proposal of an office for the third sector, a statutory definition of charity, statutory protection for the 
right of NFPs to engage in advocacy and the creation of a national charity regulator (Butcher, 2015). 
However, the new Abbott LNP Government in 2013 disbanded the office of the third sector, proposed 
to abolish the new regulator, the Australian Charities and Not-for-profits Commission (ACNC), and put 
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into motion the repeal of the statutory definition of charity (Butcher,2015). 
In short, the sector has been a ‘political football’ for recent governments and this has had a real 
impact. It should be remembered that this is no small sector. The third sector touches the lives of 87% 
of Australians and provides $810 million in tax breaks to those that make donations to the sector 
(Cham, 2013). In 2012–2013 the sector accounted for 3.8% of gross domestic product (GDP) (without 
including the contribution of volunteers), which is equal to the contribution of the state of Tasmania 
and surpasses the 2.4% contribution of the agricultural, forestry and fishing industries and the 3% 
contribution of the information, media and telecommunications industry (McGregor-Lowndes, 2014). 
2.2 Philanthropic organisations 
The philanthropic sector alone in 2012–2013 amounted to 8% of the total income of the third sector 
and 0.57% of GDP (McGregor-Lowndes, 2014). The latest ACNC sub-report, ‘Australia’s Grant-making 
Charities 2016’, reports that 10,398 charities claim to be focusing on grant-making activities. These 
organisations provide more than $4 billion annually in grants and donations (Cortis et al., 2018).  
As mentioned in the previous section, historically government incentives generated greater 
philanthropy in Victoria than elsewhere in Australia. Victoria is therefore the state known for the 
largest philanthropic sector in Australia.  
However, the ACNC databases1 of not-for-profit organisations (NFPs) that are registered with them 
reported from 2014–2016 a higher number of POs and income in New South Wales, putting Victoria 
in second place, as seen in Table 1.2 The table shows the percentages of each state in relation to the 
total in Australia for number of organisations, total gross income and donations made for use in and 
outside Australia. 
  
                                                          
1 Databases available at data.gov.au. The data available is self-reported by the organisations and may contain 
some errors.  
2 Full data is in Appendix D. 
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Table 1. POs’ percentage of organisations, income and donations 2014–20163 
 2016
a 2015b 2014c 
State Org. Income Donations Org. Income Donations Org. Income Donations 
NSW 41% 76% 45% 41% 56% 38% 42% 33% 37% 
VIC 38% 15% 35% 37% 30% 45% 38% 48% 48% 
SA 7% 1% 3% 7% 2% 3% 7% 3% 3% 
QLD 6% 3% 5% 6% 4% 6% 5% 6% 6% 
WA 5% 2% 7% 4% 3% 3% 3% 3% 2% 
TAS 2% 1% 4% 1% 2% 1% 1% 3% 1% 
ACT 1% 1% 1% 1% 2% 3% 1% 2% 3% 
NT 0.2% 0.1% 0.4% 0.3% 0.2% 1% 0.2% 0.1% 0.1% 
Blank – – – 2% 1% 1% 2% 1% 1% 
aACNC, 2014. bACNC, 2015. cACNC, 2016. 
Despite the reduction in income in most states across Australia, there has not been a significant 
reduction in the number of philanthropic organisations. Some argue that the Australian philanthropic 
sector has undergone rapid and considerable growth (Coyte, Rooney & Phua, 2013; Liffman, 2007; 
McLeod, 2013; Scaife, Williamson & McDonald, 2014; Social Ventures Australia, 2015) since 1990 
(Liffman, 2007). McLeod (2013) comments on a boom in 2001 with the introduction of a structured 
philanthropic legal constitution and Private Ancillary Funds. He notes that in 1999 with the Howard 
Government’s interest in improving philanthropy in Australia, the introduction of a philanthropic legal 
constitution that included tax deductions and exceptions was the “single most important boost” for 
Australian philanthropy in many decades. There are different legal constitutions of POs in Australia, 
such as Private Ancillary Funds (PAFs), Public Ancillary Trusts (PuAFs) and other trusts (Cortis et al., 
2018). One clear distinction between PAFs and PuAFs is that PuAFs can raise money from the general 
public but PAFs cannot (Cortis et al., 2018). Other type of trusts that are not PAFs or PuAFs include 
testamentary trusts and private charitable trusts (Cortis et al., 2018). The government provides to 
these organisations tax concessions and exemptions, and light regulation regarding accountability 
(Cham, 2010; Coyte et al., 2013; Leat, 2004a; Scaife et al., 2014; Williamson, 2015), and there is 
increased ease of constituting philanthropic trusts (Cham, 2010). The recognition of PAFs therefore 
expanded the legal constitutions under which POs could operate. 
                                                          
3 For the 2014 database (ACNC, 2014) the organisations considered were those that stated their main activity as: grant-making, other 
philanthropic and philanthropic promotion, which yielded 2452 organisations. For the 2015 database (ACNC, 2015) the organisations 
considered were those that stated their main activity as: grant-making and other philanthropic, which yielded 2901 organisations. For the 
2016 database (ACNC, 2016) the organisations considered were those that stated their main activity as: grant-making and other 
philanthropic, which yielded 2836 organisations. The blank spaces correspond to organisations that did not nominate a state in their 
registration with ACNC. 
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However, there are cases of some philanthropic trusts in Australia where the trustee itself is not the 
charitable organisation, as philanthropists appoint a for-profit entity as a trustee (Brown, 2014). Some 
suggest that this practice is at odds with notions of charity and public benefit, as trustee companies 
have a for-profit constitution, which has commercial implications (Brown, 2014). Cham (2011) 
mentions that these companies are legally responsible for maximising profit for their stakeholders 
and, if they considered a charitable trust not to be sufficiently profitable, they could relinquish their 
trusteeship. She also indicates that they charge a fee for their services, an amount that remains in the 
private sector instead of reaching the third sector.  
This research project does not make any differentiation between PAFs, PuAFs and other type of trusts. 
The term ‘philanthropic organisation’ (PO) is used to encompass NFPs that provide grants, where the 
decision about allocating funds is done within the PO (no private organisation chooses the donees) 
and they are registered with the ACNC. The focus on the NFP sector helps to eliminate other agendas 
that might interfere with or disengage from the purpose of strengthening the third sector and the 
strategies that emerge from it, such as capacity building. As Cham (2010) indicates, corporations are 
controlled by market forces and have shareholders that seek for-profit purposes, while the 
government is more concerned about political implications. 
POs, therefore, have the capacity to engage in long-term actions that governments and corporations 
cannot pursue due to short-term electoral or financial cycles (Cham, 2014). POs provide independent 
sources of income that support risk-taking, creativity and innovation (Cham, 2010; Liffman, 2007; 
Lyons, North-Samardzic & Young, 2007). Through this independent financial resourcing, POs enable 
the functioning of a truly civil society. Liffman (2007) comments that advocates of philanthropy 
mention that it contributes to building community and civil society, “through which ordinary people 
will reclaim their stake from the overreach of government and business, and rebuild cohesion, mutual 
support, and real democracy” (p. 402). Therefore, POs have the potential to be agents of social change 
with great influence and importance (Cham, 2010). In terms of capacity building, it can be seen that 
playing this role is essential in strengthening the sector and in doing so creating social change, but that 
its capacity to undertake this role is a product of not just its history but the political and public 
engagement at any point in time.  
2.2.1 POs' characteristics and preferences 
POs have certain characteristics and preferences to deliver their work and in their fund giving, 
including capacity building. To explore this, the following reports provide useful information: ACNC 
‘Australia’s Grant-making Charities 2016’ (Cortis et al., 2018), ‘Grants in Australia 2017’ (Our 
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Community, 2017), ‘Civil Voices: Researching Not-for-Profit Advocacy 2017’ (Maddison & Carson, 
2017) and the ‘Giving Australia 2016’ report on foundations and philanthropists (Baker et al., 2016). 
The ‘Giving Australia 2016’ report on foundations and philanthropists (Baker et al., 2016) is based on 
an online survey, focus groups and interviews. It reports that some of the main giving decisions depend 
on: causes aligned with donors passions’; NFPs’ sound governance; and NFPs’ perceived competence 
(Baker et al., 2016). The top three motivations donors have for giving are: a belief that giving can make 
a difference; a desire to give back to the community; and a sense of personal satisfaction from giving 
(Baker et al., 2016). When it comes to selecting organisations, POs prefer NFPs seen to be expert and 
experienced, to have capability to deliver impact, and that are active in their communities and show 
evidence of innovative practice (Baker et al., 2016). The authors also suggest that those POs with a 
business background tend to prefer NFPs that are businesslike and entrepreneurial in their practices 
(Baker et al., 2016). Finally, Deductible Gift Recipient (DGR) status is important to two thirds of POs, 
but not critical to the rest of the donors (Baker et al., 2016). 
The ‘Grants in Australia 2017’ report is based on a survey of 1227 NFPs involved mainly in human 
services, education, and community and economic development (Our Community, 2017). Although 
this study reports on grants in general, which means they could be from government, corporate 
organisations or POs, it gives important insights into the main sources of funding that NFPs have and 
some findings related to the donor–donee relationship relevant to this project. The report found that 
government is the primary source of funding for NFPs. Local government funding is more prominent 
for small organisations, whereas large organisations rely more on federal government funding (Our 
Community, 2017).  
The ACNC sub-report 2016 indicates that 43% of the total revenue in the sector in Australia comes 
from government grants (Cortis et al., 2018). However, in relation to donations for core costs, over 
40% of NFPs have noted that there were fewer grants available than a year ago (Our Community, 
2017). NFPs also have the perception that multi-year grants are low and hard to get; for that reason 
almost 7 in 10 organisations apply for single-year grants (Our Community, 2017). The ACNC sub-report 
2016 indicates that 23.6% of POs provide multi-year grants (Cortis et al., 2018). It also indicates that 
37.1% distribute funding through public or open processes (Cortis et al., 2018). By the same token, 
almost two-thirds of grants are not publicly known about for several NFPs. 
Another explanation for the perception that there has been a reduction in donations by POs is that, 
according to the ACNC datasets (from 2015 to 2016), the states/territories of Victoria, the ACT and 
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the NT (and Queensland to some extent) have had reductions in income and reductions in donations 
(Table 2).  
Table 2. POs’ variations of number of organisations, income and donations from 2015 to 2016 
2015–2016a 
State No. of org. Income Donations 
NSW −3% 125% 36% 
VIC −0.3% −17% −11% 
SA 0.0% 11% 5% 
QLD −2% 27% −1% 
WA 17% 21% 175% 
TAS 21% 12% 328% 
ACT −8% −26% −68% 
NT −25% −27% −21% 
Total −2% 66% 15% 
aACNC, 2015. ACNC, 2016 
 
Although the overall data in Australia shows that donations increased 15% and income 66%, these 
increments were mainly driven by NSW, because without its contribution the income of POs in 
Australia in fact decreased 10% while donations only increased 2% from 2015 to 2016, as seen in Table 
3. 
 
Table 3. POs’ variations of number of organisations, income and donations from 2015 to 2016 without 
NSW 
2015–2016 
 No. of org. Income Donations 
VIC −0.3% −17% −11% 
SA 0.0% 11% 5% 
QLD −2% 27% −1% 
WA 17% 21% 175% 
TAS 21% 12% 328% 
ACT −8% −26% −68% 
NT −25% −27% −21% 
Total −2% −10% 2% 
aACNC, 2015. ACNC, 2016 
Capacity building is an approach that requires long-term support, as will be discussed further in 
Chapter 3. The reductions in income and donations are an element to be considered, as that could 
affect the implementation or interest of POs to support capacity building.  
Regarding the donor–donee relationship, ‘Grants in Australia 2017’ reports that, when NFPs are 
successful with their applications, they build relationships with grant-makers and are more likely to 
finish applications that they start, unlike organisations that are not successful (Our Community, 2017). 
The completion of grant applications is a relevant finding, as more than half of organisations reported 
starting applications but not completing them, which results in a large waste of time for NFPs (Our 
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Community, 2017). Given the time spent on applications by NFPs, many of which are small, 
unsuccessful applications can have a huge impact too, given the proportion of resources committed 
to such applications. 
Finally, regarding the elements where POs do not provide financial support, NFPs comment about the 
lack of financial support for outcome reporting, despite POs’ enthusiasm for reporting (Our 
Community, 2017). The ‘Civil Voices: Researching Not-for-Profit Advocacy 2017’ report surveyed the 
sector and had responses from 1462 NFPs, and reports that three-quarters of respondents believe 
that POs prefer funding service delivery over advocacy activities (Maddison & Carson, 2017). 
There are other important factors. According to their size4 76.2% of POs are small, which means their 
annual revenue is less than $250,000. Only 2% of POs reported annual revenues over $10 million 
(Cortis et al., 2018). Their revenue comes mainly from donations and bequests, representing 24.8% of 
the total. Another important contributor is government grants, which comprise 30% of the total 
revenue for POs (Cortis et al., 2018). Eight out of 10 POs operate with no paid staff and a third reported 
neither paid staff nor volunteers (Cortis et al., 2018). Coyte et al. (2013) also reported the very small 
staff that POs count on to operate. Cortis et al. (2018) observe that the small paid staff complement 
that POs employ makes them likely to be performing multiple activities within the organisation. As a 
result, Liffman (2007) mentions that many family foundations do not hire professional staff with 
experience in the third sector or in public policy formulation. 
Issues of funding, size and staffing composition therefore have a real impact on how POs operate in 
contemporary Australia. 
2.3 Key issues 
Liffman (2007) states that Australian philanthropists prefer to maintain informality over their funding, 
to avoid external advice and community scrutiny. This is at odds with similar countries such as the 
USA, where philanthropy is “public, planned, and unapologetically connected with personal identity” 
(Liffman, 2007, p. 400). Conservatives and liberals also criticise philanthropy (Liffman, 2007). 
Conservatives see philanthropy as a way of attacking the government, while liberals see it as a way of 
the wealthy salving their consciences, as they do not address real problems and only focus on their 
hobbies and the status needs of the elite (Liffman, 2007). Grant-seekers complain about the lack of 
long-term engagement of donors, while donors reply that their resources are scarce or dependent on 
                                                          
4Size classification according to ACNC available at: 
www.acnc.gov.au/ACNC/Manage/Reporting/SizeRevenue/ACNC/Report/SizeRevenue.aspx 
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stock market fluctuations, which does not allow them to commit for long periods of time. At the same 
time, donors do not want to create funding dependence on their beneficiaries (Baker et al., 2016; 
Liffman, 2007), nor relieve the government of its obligations (Liffman, 2007). 
Others (Dalton & Cham, 2016; Liffman, 2007; Madden & Scaife, 2010) mention that wealthy people 
give less in Australia and therefore the sector’s growth is low in comparison to countries such as the 
UK, USA and Canada. Swain (1998) indicates that philanthropy in Australia at that time had not had 
the same establishment motivations as in the USA, where they are driven by the large fortunes of 
some individuals or the support of the state. What has been noted is that philanthropy is a concept 
that Australians are not familiar with and do not see as something they aspire to (Madden & Scaife, 
2010). 
For Australians then, the third sector goes largely unnoticed, despite its contribution to Australian 
society. The Australian third sector is large in the number of organisations in proportion to the 
population as a whole (Cham, 2013; Lyons, North-Samardzic & Young, 2007). It is made up of mainly 
very small organisations that rely on volunteering to sustain them (Lyons, 2007). Australian citizens 
are embedded in the sector as part of schools, religions, professional associations and advocacy 
groups, among others (Lyons, 1998). However, most people think that society is organised into only 
two sectors: business and government (Cham, 2013; Lyons, 1998). Australians usually overlook NFPs 
(Cham, 2013; Lyons, 2007) or ignore that those organisations belong to a single sector (Lyons, 1998). 
As Madden and Scaife (2010) state, “The [third sector] in Australia is relatively new to acting and 
thinking together as a sector and its identity is evolving” (p. 1196). 
Consequently, the government is seen as addressing social needs (Leat, 2004a; Liffman, 2007; Staples, 
2007) based on a strong public belief among Australians (Leat, 2004a; Scaife et al., 2015; Wiepking & 
Handy, 2015). This has contributed to limiting the building of a strong culture of Australian 
philanthropy (Wiepking & Handy, 2015). In short, the government supports what it considers ‘good 
works’, confining those organisations to providing handouts, which reinforces the welfare-state 
mentality (McDonald & Marston, 2002; Wiepking & Handy, 2015). 
Yet the Australian government is also the main source of funds for NFPs (Coyte, Rooney & Phua, 2013; 
Flack & Ryan, 2005; Swain, 1998). Cortis et al. (2018) indicate that 43% of the total revenue in the 
sector comes from government grants. Flack and Ryan (2005) mention that the main reason that 
Australian governments have funded organisations in the third sector is to further their governmental 
objectives. Although funding from government is acknowledged as an important source of revenue 
for many NFPs, this hardly results in capital funds being built into the sector, funds that have the 
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potential to provide NFPs with independence to innovate, develop or expand (Lyons et al., 2007). 
Lyons et al. (2007) note that Australian governments have had little interest in strengthening third 
sector capital. Countries such as the UK and USA that had third sectors facing capital problems 
acknowledged this and set policies to ensure NFPs could access the capital they needed (Lyons et al., 
2007). This encouraged growth, innovation and competition in the sector (Lyons et al., 2007). The 
need for capital affects more NFPs depending on the activities they pursue, especially those in regional 
and rural locations (Lyons et al., 2007). 
Reliance on government funding has caused the third sector to self-silence itself, afraid of 
repercussions such as losing funding. During the Howard Government years, the third sector in 
Australia was considered openly unable to engage in the public policy process and the government 
created mechanisms to silence it (Sproule, 2005; Staples, 2007). The government supported neoliberal 
thinktanks promoting a public choice agenda (Staples, 2007). As such, it created fertile ground for 
corporations that sought to silence public concerns (Naylor, 2004; Sproule, 2005; Staples, 2007) and 
sue NFPs for defamation (Naylor, 2004). NFPs have been forced in such circumstances to settle 
because of their lack of financial resources to pay legal fees (Naylor, 2004).  
It has been argued that these mechanisms have been used to diminish a pluralist democracy (Cham, 
2013; Staples, 2007). The ‘Civil Voices: Researching Not-for-Profit Advocacy’ report 2017 identified 
that the barriers for many voices to be heard are: funding cuts; less access to policymaking processes 
than in the past; low resources for advocacy; lack of media interest; and restrictive clauses in 
government funding agreements that limit public commentary (Carson & Maddison, 2017). The report 
indicates that these four barriers have remained for more than a decade (Maddison & Carson, 2017). 
The report argues that “public debate in Australia is not as healthy as it ought to be in a developed 
liberal democracy” like Australia (Maddison & Carson, 2017, p. 2).  
In matters of accountability, the government determines what is to be delivered and the system of 
financial accountability required (Flack & Ryan, 2005). The government does not mandate reporting, 
which has caused a lack of agreement on reporting mechanisms, making reporting highly variable 
(Cham, 2011; Wiepking & Handy, 2015). This lack of accountability adversely impacts on POs, as it 
pushes them to be very private about their funds and the management of them (Cham, 2011; Coyte 
et al., 2013; Flack & Ryan, 2005; Leat, 2004b; Williamson, 2015). They can also withhold information 
from the public and such details do not appear in ACNC reports or on its website (Cham, 2014; Knight 
& Gilchrist, 2013).  
As a consequence of this privacy and control of information, it is difficult to assess the impact that 
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these funds have in the third sector (Cham, 2011). The transparency and accountability of POs are 
areas that countries such as the USA, UK and Canada have worked to improve. This has not been, 
however, the case in Australia (Cham, 2014; Flack & Ryan, 2005; Madden,2006). This makes it even 
more opaque as to the amount of funding being committed to capacity building. 
The establishment of the ACNC has started to create an accountability framework for the third sector, 
although this has not yet reached all POs (Cham, 2014). Frumkin (2008) mentions that another 
important element in receiving accountability from POs is the power asymmetry resulting from the 
provision of funding from donor to donee. He argues that this power can corrupt POs or generate 
certain control by POs over NFPs. Therefore, he states that certain controls should be in place to 
ensure that donors act sensibly and fairly to achieve a more equitable and effective system. 
The government has focused on the upward and external element of accountability to control the 
sector, instead of downward and internally to develop the strategic capacity of the sector (Flack & 
Ryan, 2005). Therefore, it is vitally important for POs to focus on building capacities in that area to 
accomplish greater accountability (Flack & Ryan, 2005). One result of this privacy and lack of 
accountability is a deficiency in local, national and historical data, which has limited the understanding 
and the impact of the third sector in Australia. This data shortage creates difficulty in making effective 
policy and informed strategies, which consequently hampers the progress of the sector (Madden & 
Scaife, 2010). Therefore, access to meaningful information about the sector is limited (Madden & 
Scaife, 2010). 
In the particular case of POs, there is no information about their worth, how much they give, to whom 
and for what (Leat, 2004b; Madden & Scaife, 2010). How board members are selected, their overhead 
costs, and their governance and accountability principles remain opaque (Leat, 2004b). The 
information they manage is treated as private and confidential, and there is no legal obligation to 
present public reports (Cham, 2013; Leat, 2004a; Madden & Scaife, 2010; Wiepking & Handy, 2015). 
This lack of accountability and the privacy of the POs mean that NFPs find information inaccessible or 
unavailable and often miss funding opportunities (Cham,2014). 
Those key issues have become more relevant, as the government has started to acknowledge its lack 
of capacity to fulfil community needs and begun to purchase welfare services from the third sector 
(Madden, 2006). Additionally, philanthropy is now welcomed in areas affected by the reduction in 
government spending (McGoey, 2012). This could be problematic for a weak third sector, which might 
end up with the burden and responsibility of social issues with limited resources to address them. 
McDonald and Marston (2002) mention that the third sector shares the political, economic and social 
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risks when managing social problems, but does not have the “fiscal power and self-insurance function 
of the state” (McDonald & Marston, 2002, p. 387). 
Bill Shorten, the then ALP Member of Parliament responsible for implementing the reform agenda for 
the third sector in 2011, commented on the condition of the sector: 
Despite your numbers, you don’t have the influence on national policy your weight should 
warrant. There is very limited public discussion about your needs or your issues as a sector. 
One of the inherent difficulties for the Third Sector is that you are all so flat-out with the 
activities and services of your group, that to some extent, overall sector issues have missed 
out. 
When I talk with people in the not-for-profit sector and ask them what they most need, they 
usually talk about the needs of their clients, the people they serve, their community. Making 
their organisation stronger or more sustainable is a second order issue, and the needs of the 
broader not-for-profit sector come a long way behind. 
Often small groups don’t recognise they are even part of a “sector”. 
Like all groups with asymmetric bargaining power, you need more unity. 
Such goals: unity of purpose, better leadership development and outward looking innovative 
thinking. These are what I think of as a vision for the future (Shorten, 2011). 
Those words are still very current. The third sector needs to identify and focus on overcoming the key 
issues that affect it. Capacity building is an approach that is currently in use to improve, generate or 
modify the abilities of NFPs to achieve their goals. In improving NFPs’ capacities, it is expected that an 
overall strengthening of the sector will follow. For that reason, more needs to be known about the 
capacity-building implementation, efficiency and results that are presently taking place.  
2.4 Capacity building in Australia 
The current practices of capacity building in Australia focused on families and communities are at odds 
with worldwide trends and experiences of capacity. Capacity-building history in international 
development suggest that further levels are important in identifying constraints that prevent capacity 
building (Hunt, 2005), as argued shortly.  
Increased interest in capacity building, although present in Australia, seems to be less of a priority, as 
donors prefer to support service-delivery programs and projects (Australian Institute of Grants 
Management, 2015; Effective Philanthropy, 2015; Social Ventures Australia, 2015). The ACNC 
‘Australia’s Grant-making Charities’ sub-report 2016 indicates that 39.2% of POs provide funding for 
capacity building (Cortis et al., 2018). The Australian Institute of Grants Management (2015) mentions 
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that there is a lack of funding for training, wages, operational costs and capacity building. The Social 
Ventures Australia (Social Ventures Australia, 2015) report mentions that the very few philanthropists 
that support capacity building focus on: assisting the replication of community organisations; 
improving leadership; and supporting NFPs and social enterprises suitable for impact investing. The 
Effective Philanthropy (2015) report states that corporate foundations are the main donors engaged 
in supporting capacity building.  
Despite this information about capacity building, much of the literature has not covered the 
mechanisms that donors follow to support the levels and areas of capacity that NFPs need. A review 
of grey literature indicated little information that focus on donors’ implementation of capacity 
building. The focus is more upon evaluation where the implementation of capacity-building is not a 
substantive theme. Furthermore, we know little about the practices that donors use for their own 
capacity building in making their grants more effective or implementing initiatives such as capacity 
building. Presently there is insufficient information about capacity-building practices in the sector. This 
is one focus for the present study. 
2.5 Summary 
As this chapter has shown, philanthropy has historically benefited from tax exemptions. This has been 
more prominent in Victoria than anywhere else in Australia. However, government has provided the 
major financial support for organisations belonging to the third sector. This has created a strong 
emphasis on government as the sole provider of basic needs and services, and a public view that this 
is the role of government. This affects giving in Australia, because government is seen as responsible 
for providing basic services. It also affects sector independence.  
Despite the sector’s low level of recognition, Australians are embedded in the third sector as part of 
schools, religions, professional associations and advocacy groups. The sector contributes to the 
Australian GDP more than other industries such as agricultural, forestry and fishing, and information, 
media and telecommunications. Additionally, it generates more jobs than the transport, finance and 
insurance, and mining industries. 
These numbers give evidence of the sector’s relevance. However, the sector has received low support 
from the government, which has only focused on financial support to further its agenda, and this has 
affected the sector’s impact. The influence that the government has in providing funding to the sector 
allows the government to dictate the causes worthy of support. The government is also in charge of 
deciding on the accountability of the sector. This has adversely affected philanthropy, as POs can 
maintain privacy to avoid external interference and community scrutiny. Furthermore, POs face 
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various criticisms and lack of capacity that affect their effectiveness (McGoey, 2012). 
Overall, the sector lacks relevant data for decision-making and to inform the contributions and 
outcomes that the sector generates. Data is also needed for accountability and transparency to 
improve. The establishment of the ACNC has been a step forward to overcome the lack of data, 
accountability and transparency. However, this entity has also suffered a lack of support from 
government, placing its permanence at risk. 
Capacity building is important for the whole third sector, if it is to regain its identity as a contributor 
to the planning and creation of public policy. The government mainly turns to the sector when it 
requires assistance to fulfil community needs, for services and in a top-down manner. Even within the 
sector, POs’ support for capacity building in Australia has been low, as donors maintain traditional 
funding towards programs and projects. The areas of capacity currently supported are also insufficient 
smaller parts of a much wider potential for this approach. However, given the privacy and non-
disclosure among POs, more information is needed about the levels and effectiveness of capacity-
building practices. This thesis is the first attempt of which the author is aware to identify the sector’s 
capacity-building efforts systematically. 
The following chapter provides a review of capacity building and presents the approach adopted in 
this project. 
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CHAPTER 3. CAPACITY BUILDING AND ITS HISTORY 
 
Chapters 1 and 2 made the case for an exploration of capacity building in the third sector. It has been 
shown that there is a gap in the literature on capacity building by POs in Australia and it has also been 
shown how, given its history, much data on capacity building remains unknown. But, in order to explore 
capacity building as a research interest, its features need to be identified and then operationalised. The 
characterisation of capacity building is the focus of this chapter.  
Capacity building has a long history and its practices have adapted over time. This chapter explores the 
historical evolution of capacity building. This is relevant in order to understand where capacity building 
comes from and how it is a distinct approach. The last section of this chapter presents a systems theory 
approach to identifying and reducing the gaps existing in capacity building and, as such, a methodology 
for the study. This last section introduces the boundary-maintaining elements caused by the influence of 
donors and presents two approaches drawn from systems theory, which resist a singular definition. The 
result is, first, a hierarchical approach proposing four levels of capacities that has the purpose of placing 
capacity building in a wider system to make it sustainable. Second is a breakthrough model where six 
essential criteria to develop capacity building are proposed. Rather than proposing a unifying definition, 
this approach allows elements of capacity-building to be measured and so to be operationalised for this 
research. 
3.1 Historical evolution of capacity building 
Capacity building has a long history grounded in international development. In what follows, two 
documents by the United Nations Development Programme (UNDP 1997) and Stokke (2009) point to 
several changes in development since its implementation post–World War II. Therefore, capacity building 
emerged as an aggregate of previous development assistance concepts (Morgan, 1998) driven by the lack 
of results produced by previous practices based on technical cooperation (Lusthaus, Adrien & Perstinger, 
1999). While recognising that this remains a contested history, the approach furnishes us with a 
continuing history and a clear focus on the subject matter of the thesis: capacity building. It is not, 
therefore, meant to be read as a construction of development theory, but instead for its capacity to inform 
the present study.  
Interest in improving NFP performance within international development circles has had different names: 
institutional or organisational development, human resource development, development 
management/administration and institutional strengthening or technical assistance (Light & Hubbard, 
2004; Lusthaus et al., 1999). Capacity building emerged in the 1980s as an add-on to the ideas and lessons 
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that dominated previous development thinking (Lusthaus et al., 1999). It was in the 1990s when this term 
became more widespread and was adopted by most international organisations (Australian Volunteers 
International, 2006; Lusthaus et al., 1999; UNDP, 1997). Its history is instructive, as now discussed. 
International development assistance became more prevalent post–World War II. This assistance sought 
to address two major concerns: “the decolonization process, and the needs that were the result of the 
emerging Cold War” (Stokke, 2009, p. 4). Development assistance was used by some colonial powers as a 
mechanism to maintain post-independence relationships with their colonies and secure their vested 
interests (Stokke, 2009). Other organisations, such as the International Bank for Reconstruction and 
Development (IBRD, now the World Bank), the International Monetary Fund (IMF), the Food and 
Agriculture Organisation (FAO), the World Health Organization (WHO) and the beginnings of the 
International Labour Organization (ILO) as a specialised agency associated with the UN, supported “social 
progress and better standards of living in greater freedom” (p. 6), which were also promoted by the UN 
Charter (Stokke, 2009). These organisations had previously focused their support on replicating industrial 
development. However, with the Universal Declaration of Human Rights in 1948, their commitment of 
support was extended to developing countries as well (Stokke, 2009). 
This period was characterised by ‘institution building’ (Lusthaus et al., 1999; UNDP, 1997; Whyte, 2004), 
emphasising the differences between the industrialised and the developing countries’ objectives and 
cultures (Ranis, 2004). The former ‘pretended’ to cut colonial ties in order to promote independence 
(Ranis, 2004). The aim of the latter was to set up basic public organisations (UNDP, 1997) through 
‘technical assistance’ (Stokke, 2009; Wignaraja, 2009). 
The focus on technical assistance for developing countries led to the Expanded Program of Technical 
Assistance (EPTA) in 1949 as a way to assist governments to follow the modernisation paradigm (Stokke, 
2009) or the so-called “preconditions of development” (Ranis, 2004, p. 4). Later this program was 
supported by the establishment of a Special Fund by the UN to provide capital investment in productive 
activities (Stokke, 2009). The purpose was to model developing countries after the developed ones 
(Wignaraja, 2009) by importing or transplanting models (Lusthaus et al., 1999) and hiring foreign experts 
(Wignaraja, 2009). Therefore, this period was characterised by the provision of financial support for the 
creation of institutions and infrastructure to countries that were recovering from World War II (Stokke, 
2009) and also the provision of technical assistance to developing countries (Stokke, 2009; UNDP, 1997; 
Wignaraja, 2009). Technical assistance was assumed to be a linear process where the expertise was always 
likely to come from the developed North. This empowered the North, but also created the economic links 
and mechanisms through which change was conceived and delivered. 
The following decades, the 1960s to 1970s, focused support on the capacities within developing countries 
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and the strengthening of institutions to improve performance. Important reforms took place in which 
providing assistance to developing countries became an international obligation for industrialised 
countries (Stokke, 2009). The Development Assistance Group (DAG) was formed in 1960 to provide 
consultation to Western donors about assistance to developing countries (Stokke, 2009). The UNDP was 
born in 1965 from the merger of the EPTA and the Special Fund to provide technical assistance, while the 
World Bank provided development finance (Stokke, 2009). The emphasis was on providing public services, 
particularly education and health (Stokke, 2009). 
Therefore, this period was characterised by ‘institutional strengthening/development’ (Lusthaus et al., 
1999; UNDP, 1997; Whyte, 2004) to improve existing organisations (UNDP, 1997) at a structural level. It 
should be noted the similarities between this top down model and the top down approach of Australian 
governments recently – the interests are still left with powerful interests that define the problems and 
priorities. 
Donors also supported this mechanism as a way to strengthen institutions that, at the end of the donors’ 
involvement, would take over the programs they supported (Lusthaus et al., 1999; UNDP, 1997). The 
1970s were mainly characterised by ‘development management/administration’ (Lusthaus et al., 1999; 
UNDP, 1997; Whyte, 2004); although the focus remained on individual public institutions and 
governments, the main shift was to develop programs that reached targeted groups so as to implement 
social development and address basic human needs (Lusthaus et al., 1999; UNDP, 1997). 
The economic crises of the 1980s to 1990s changed development assistance from providing capital to 
providing assistance for crisis management (Stokke, 2009). The IMF instituted an economic restructure in 
developing countries for accessing loans where governments had to agree on reducing their intervention 
and allowing more market freedom. Criticism from academia and NFPs in the North and South, and some 
governments in the South, pointed out that this mechanism caused budgetary cuts in sectors relevant for 
development such as health and education (Stokke, 2009). This brought back the idea of institution 
building to strengthen the participation of the state as a mechanism to achieve development (Stokke, 
2009). 
An important element in the 1980s was the introduction of the concept of sustainability, to include the 
environmental dimension in development (Stokke, 2009). The 1990s were characterised by violent 
conflicts that “caused immense human suffering, waves of refugees, and wanton destruction of national 
infrastructure” (Stokke, 2009, p. 13). This changed the pattern of aid distribution to relief assistance, 
conflict resolution and conflict prevention. The agenda also broadened, with the objective of improving 
the participation of developing countries in the global economy, increasing their ability to confront global 
challenges and solving regional security issues (Stokke, 2009).  
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The new approach, referred to as ‘human resource development’, was people-centred, stressing the 
importance of the population’s education and health (Lusthaus et al., 1999). But at the same time, it 
included the introduction of ‘new institutionalisation’ (Lusthaus et al., 1999) where societies created and 
maintained organisations within all sectors – private, public and community – to provide for their citizens 
(UNDP, 1997) and shape economic behaviour to achieve development (Lusthaus et al., 1999). There was 
more attention to networking, holistic, cross-sectoral approaches, environmental elements and 
sustainability of development efforts (Lusthaus et al., 1999; UNDP, 1997; Whyte,2004). In short, there was 
a recognition that the location of change was in people and networks, and not simply in governance and 
structural arrangements.  
Although the term ‘capacity development’ emerged in the 1980s (Lusthaus et al., 1999), it was in the 
1990s when its relevance and use increased in the development community (Kenny & Clarke, 2010; 
Lusthaus et al.,1999). 
The UN Millennium Summit in September 2000 set the “fundamental values for the twenty-first century: 
freedom, equity, solidarity, tolerance, respect for nature and a shared responsibility” (Stokke, 2009, p. 
14). The most important element from this summit was the Millennium Development Goals (MDG), which 
provided operational and measurable objectives (Stokke, 2009). It was at this stage, with MDG drivers, 
that the importance of measuring and analysing outcomes increased (Stokke, 2009). The MDG program’s 
implementation was based on ongoing learning, adaptation and a systematic approach to results-based 
management and long-term sustainability (Stokke, 2009). And there was an important focus on donor 
coordination and long-term donor investment (Whyte, 2004). All those previous practices have shaped 
what capacity building is nowadays, making it the concept that is currently associated with any type of 
intervention that seeks to achieve development. 
3.2 Capacity-building gaps 
The variety of terms and objectives previously presented have contributed to the ideas that shape the 
‘capacity building’ concept. The breadth of approaches to capacity building has led to a lack of conceptual 
clarity and the concept is understood more intuitively than through some clear definition (Lopes & 
Theisohn, 2013; Ortiz & Taylor, 2009; Potter & Brough,2004). The concept of capacity building therefore 
lacks a widely shared definition (Blumenthal, 2003; L. Brown et al., 2001; De Vita & Fleming, 2001; Holvoet 
& Leslie, 2013; Hunt, 2005; Kibbe, 2004; Kotvojs & Hurworth, 2013; Light et al., 2002; Lusthaus et al., 1999; 
Morino & Jonas, 2001; Otoo et al., 2009; Pact, n.d.; Simister & Smith, 2010). 
Part of the complexity of the concept of capacity building comes from the ‘capacity’ component, which 
has a variety of descriptions that have produced a lack of agreement on a single accepted definition 
(Baser & Morgan, 2008; Simister & Smith, 2010). Some examples are shown in Table 4. 
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Table 4. Some definitions of ‘capacity’ 
SOURCE DEFINITION 
Capacity [Def. 1] (n.d.) 
Cambridge Dictionary Online 
The total amount that can be contained or produced, or (especially 
of a person or organization) the ability to do a particular thing 
Wignaraja (2009, p. 53) The ability of individuals, institutions and societies to perform 
functions, solve problems, and set and achieve objectives in a 
sustainable manner 
Grantmakers for 
Effective Organizations 
(2016, p. 6) 
A wide range of capabilities, knowledge and resources that 
nonprofits need in order to be effective 
OECD Development 
Assistance Committee (2006, 
p. 12) 
The ability of people, organisations and society as a whole to 
manage their affairs successfully 
Baser & Morgan (2008, p. 
34) 
The emergent combination of individual competencies and collective 
capabilities that enables a human system to create value 
 
Furthermore, since the emergence of the term in the 1980s (Lusthaus et al., 1999), the emphasis has 
changed from capacity building to capacity development. This change indicates that ‘capacity 
development’ is an internal process at different levels (OECD, n.d.; Simister & Smith, 2010) that requires 
holistic and cross-sectoral participation for sustainable change (UNDP, 1997). ‘Capacity building’ is 
understood as an external intervention to strengthen capacities (OECD, n.d.; Simister & Smith, 2010). 
Examples of definitions reflecting these sentiments are provided in Table 5. 
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Table 5. Some definitions of ‘capacity-building’  
SOURCE DEFINITION 
UNDP (2003) Capacity building entails the sustainable creation, utilisation and 
retention of capacity in order to reduce poverty, enhance self-reliance and 
improve people’s lives. 
UN (2002) Capacity development or building is the process by which individuals, 
institutions and countries strengthen capacities or abilities. The United 
Nations and other external actors can assist this endogenous process by: 
• focusing on enhancing the skills, knowledge and social capabilities 
available to individuals, institutions, and social and political systems 
but also by: 
• supporting their integration into the knowledge networks that help to 
sustain these capabilities, as wellas 
• contributing to material and financial support necessary toapply 
the skills, knowledge and social capabilities. 
UNICEF (1996) Capacity development is any support that strengthens an institution’s ability 
to effectively and efficiently design, implement and evaluate 
development activities according to its mission. 
OECD-DAC (1999) Capacity development is the process by which individuals, institutions and 
societies develop abilities to perform functions, solve problems as well as set 
and achieve goals. It is premised on ownership, choices and self-esteem. 
Netherlands Ministry 
of Foreign Affairs 
(2000) 
Capacity development refers to approaches, strategies and methods applied 
to increase the capacity of organisations and/or institutions. Capacity 
development is concerned with how to improve processes. This entails more 
than just defining inputs, to which many donors still limit themselves. 
CIDA (2002) Activities, approaches, strategies and methodologies that help organisations, 
groups and individuals to improve their performance, generate development 
benefits and achieve their objectives over time. It often involves broad 
participation, building on local interests and expertise, offering opportunities 
for learning and linking at micro, meso and macro levels to build ownership 
and sustainability. 
World Bank, 1998 Capacity building is ... investment in human capital, institutions and 
practices. 
De Vita & Fleming 
(2001, p. 1) 
Capacity building [is] the ability of not-for-profit organizations to fulfil 
their missions in an effective manner. 
Table 5. adapted from Landscape analysis of donor trends in international development by Whyte, A., 2004, Rockefeller Foundation, p. 25, and 
‘Capacity development: Definitions, issues and implications for planning, monitoring and evaluation’ by Lusthaus et al., 1999, Universalia 
Occasional Paper, p. 3. 
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What is important to note are the differences expected of capacity building across the two eras. Those 
differences set the capacity-building concept apart from previous ideas. Table 6 summarises those 
elements. 
Table 6. Summary comparison of capacity-building concepts and impacts over time 
PREVIOUS 
APPROACH 
CAPACITY BUILDING WHAT DIFFERENCE DOES IT 
MAKE? 
Training of latest 
technology on the 
market 
Technology training is based on an 
organisation’s needs to achieve its 
goals. It is based on personal 
development, applying incentives to 
use the new technologies and the 
ability to share the technological 
knowledge learnt, with the purpose 
of improving personal, team and 
organisational efficiency and ability 
to fulfil its mission. 
- Skills based on individual or 
organisational needs 
- Incentives to apply the skills and 
improve workplace performance 
- Learning to address future 
training needs 
- Understanding of personal 
development as a way to 
improve organisational 
performance 
Foreign expertise 
hired to work in the 
public sector to 
perform functions 
needed 
Foreign expert coaches local staff 
for a limited period of time. 
Institutions in the public service are 
paired to receive coaching and 
mentoring on programs. 
- Knowledge and expertise 
transfer locally 
- Independence from outside 
expertise in the long term 
- Personal and 
organisational development 
International donor 
provides project team 
and reporting 
mechanisms 
Local team within a ministry funded 
by international donor and using 
local mechanisms to implement the 
project, with the purpose of 
strengthening capacities to allow 
incorporation within the public 
sector. 
- Integration into current systems 
to strengthen NFPs locally to 
manage similar tasks in the 
future 
Table 6. adapted from Capacity development: A UNDP primer by Wignaraja, K. UNDP, p. 6. 
 
However, this thesis project applies the term ‘capacity building’ (as opposed to ‘capacity development’) 
because it is based on an external intervention to support the development of capacities (Simister & Smith, 
2010). In this case, it refers to the support that POs provide to support NFPs’ development of capacities. 
However, like capacity development the present project considers it an internal process occurring at 
different levels (Simister & Smith, 2010). The desires and motivations for capacity building should come 
from those who implement it, in this case within NFPs (Horton et al., 2003; Lopes & Theisohn, 2013). But 
at the same time, capacity building is supported or supplemented externally (Horton et al., 2003). 
Therefore, capacity building should originate from NFPs’ needs for capacities, with POs supporting them 
externally through funding and systematic implementation.  
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The numerous definitions and perspectives that capacity building can take, each with their own bias or 
orientation (Bolger, 2000), have hindered the adoption of capacity building in practical terms and its 
translation into clear actions and objectives. Kotvojs and Hurworth (2013) found that even those in charge 
of conducting evaluations have a lack of clarity in understanding capacity building as a process or a 
product. Therefore, there have been very few evaluations that could attribute success to a capacity-
building intervention, despite its increasing popularity. The limited evaluations conducted have had 
unsuccessful results or been of poor quality in demonstrating the effectiveness of capacity building 
(Holvoet & Leslie, 2013; Kotvojs & Hurworth, 2013; Light & Hubbard, 2004; Watson, 2006). The reasons 
for this are various, including issues with program design, management, evaluation and monitoring design, 
and environmental factors (Holvoet & Leslie, 2013; Kotvojs & Hurworth, 2013; Watson, 2006). 
Furthermore, there are variations among countries that result in meaningless generalisations which evade 
the ‘real issues’ (Lopes & Theisohn, 2013). The 2006 report of the World Bank Institute (Otoo et al., 2009) 
states the following issues: 
Most efforts at [capacity building] remain fragmented, making it difficult to capture cross- 
sectoral influences and to draw general conclusions. Many [capacity-building] activities are not 
founded on rigorous needs assessments and do not include appropriate sequencing of measures 
aimed at institutional or organisational change and individual skill building. What is needed is a 
more comprehensive and sustained approach, one that builds a permanent capacity to manage 
sectors and deliver services. Finally, better tools are needed to track, monitor, and evaluate 
capacity development efforts (p. 1). 
However, the popularity and support for capacity building continue to increase. It is estimated that a 
quarter of assistance is designated as capacity building (Holvoet & Leslie, 2013; Watson, 2006; Whyte, 
2004). Otoo et al. (2009) report that more than USD20 billion per year is given by aid donors, while some 
organisations such as the World Bank commit half of their funds to supporting capacity building (Kotvojs 
& Hurworth, 2013). Ortiz and Taylor (2009) mention that: 
Many development organisations consider [capacity building] a fundamental part of what they 
do, yet very few understand what it is in a strategic and operational manner. They sense 
intuitively what it is. They know they do [capacity building] and why it is important (and spend 
large sums on money doing so), yet they rarely conceive of it, operationalize it, or measure it in 
a way that helps them learn and improve their approach (p. 24). 
Light and Hubbard (2004) mention that anecdotal stories abound, but do not provide enough comparable 
and comprehensive information about the outcomes of different types of capacity-building activities or 
engagements and different type of funding strategies (p. 11). They suggest that high-quality evaluations 
would assist donors’ decision to support capacity building. This would convince donors that, through 
supporting capacity building, NFPs will increase their success and effectiveness (Minzner et al., 2014; Otoo 
et al., 2009) by improving their ability to use the assistance they receive from donors and other resources 
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at their disposal (Otoo et al., 2009). 
The lack of a unified definition and the limited evaluations have turned the focus of this project to the 
purpose of capacity building. There are clearly some key themes to be drawn from the definitions, but 
what is of most importance given these intuitive understandings is less to define and more to understand 
how such intuitive conceptualisations are turned into practice by those who pursue capacity building. A 
key issue to consider across the definitions is that capacity building focuses on change (Australian 
Volunteers International, 2006; Bolger, 2000; De Vita & Fleming, 2001). Bolger (2000) mentions that 
capacity-building initiatives may include one or a combination of the following: 
• Eliminating old or inappropriate capacity 
• Making better use of existing capacity 
• Building up or strengthening existing capacity 
• Providing space for innovation or creative use of capacities 
• Creating new capacity (p. 5). 
Wignaraja (2009) argues that the results of capacity building should: 
• Make the most of local resources (people, skills, technologies, institutions) to build on these 
• Favour suitable change 
• Take an inclusive approach in addressing issues of power inequality in relations between rich and 
poor, mainstream and marginalised (countries, groups, individuals) 
• Emphasise deep, lasting transformations through policy and institutional reforms 
• Value ‘best fit’ for the context over ‘best practice’, as one size does not fit all (p. 8). 
Taking those ideas and focusing on achieving change using a systematic approach were therefore 
attractive as a conceptual framework for the present project. This has been guided by review of the 
development of the capacity-building concept, which has led to confusion about conceptualisation and 
proper evaluation. Therefore, a more theoretically grounded and systematic holistic approach is required. 
This is explored further below. 
3.3 A systematic approach to capacity building 
When the purpose of capacity building is to achieve change within a complex and dynamic environment, 
a holistic approach where the interactions with all the parts involved are considered is helpful; that is, the 
interactions between those who regulate, support, implement and benefit from capacity building. The 
social systems where capacity building is implemented are affected by the gaps present in capacity 
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building, among other issues found in the conformation of the system. To explore the social aspects of 
systems theory, the seminal works of Parsons’ action theory and Niklas Luhmann’s social systems theory 
have been considered (Bausch, 2001; Herting & Stein, 2007). Parson’s theory, which has already been 
reviewed, sees organisational systems as made up of interdependent parts like the parts of a living 
organism. However, his theory has been criticised for being too static and not explaining change. 
Luhmann’s contribution focuses on a system with autopoietic characteristics (Bausch, 2001). Autopoiesis 
refers to a system that reproduces itself in a recursive manner: examples are found in biological systems 
such as chromosomes and cell membranes, which are products of the existence and division of a single 
cell and which adapt over time (Dekkers, 2017). Luhmann, commented the recursivity existing when 
constructing meaning as it gets exposed to query, doubt, acceptance or rejection. The lack of what 
Luhmann refers as reflexive recursivity disturbs the communication process and its recognition (Luhmann, 
2012). Since the conceptualisation of capacity building also differs among its users, this recursivity must 
be accounted for in any study. However, communication cannot control what occurs at the time of 
understanding, which makes it susceptible to interferences from its own past, redundancies and self-
constructed recursions (Luhmann, 2012). Luhmann (2012) indicates that recursion generates 
condensation by eliminating unrepeated elements and maintaining meaning in new situations.  
This recursivity has not been sufficient in the construction of meaning for capacity building to achieve 
clarity in its defining features. Thus intuitive understandings of capacity building derive from a lack of a 
unified definition, which conversely generates multiple meanings and nuances depending on the user. As 
such, the capacity-building concept emerges as an aggregate of previous development ideas and practices 
that were considered unsuccessful. The practices that preceded capacity building had different names, 
goals and methods of implementation. Therefore, the construction of the capacity-building concept is not 
related to the name itself but, rather, to an iterative process of applying different development ideas. 
Considering the lack of a unified meaning, the focus then turns to achieving change through capacity 
building. For this we encounter a problem found in the Parsonian model, which does not allow sufficiently 
for change. The Parsonian model presupposes an existing social order (Stichweh, 2000). Parsons 
acknowledges that social systems are dynamically changing; however, to maintain the equilibrium of the 
social order it requires a “boundary-maintaining” system (Parsons, 1951). Hence, the limited room for 
change restricts innovation (Parsons, 1951). 
Unlike Parsons’ approach, modern systems theories allow sufficiently for change and innovation, as in 
Dekkers' (2017) breakthrough model. Additionally, Nadler and Hibino’s (Skyttner, 2005) breakthrough 
thinking is useful for understanding a purpose and a hierarchical structure in order to place capacity 
building into a wider system to achieve its sustainability in boundary-maintaining systems. The following 
section explores boundary-maintaining elements influenced by donors who support capacity building. 
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3.3.1 Boundary-maintaining systems generated by donors 
The lack of a common understanding of capacity building and the effect this has on evaluations influence 
the relationship between POs and NFPs. Donors have their own understandings of capacity building and 
are unaware of localised ways in which lack of capacities manifest themselves and impact on programs. 
Therefore, they “may have different ideas about the remedial actions to be taken or the investments that 
are needed to rectify the problem” (Potter & Brough, 2004, p. 337). The absence of a clear approach to 
evaluating or defining capacity building might allow donors to impose their own models from above and 
influence what is practicable in terms of program performance or reforms. Kotvojs and Hurworth (2013) 
suggest that donors might also: damage the evaluation process when setting unrealistic program 
outcomes; lack a proper structure to develop monitoring and evaluation; and add complexity and length 
to the generation of information for decision-making or provide information that is not needed. These 
elements have an impact on creating a lack of ownership by the intended user. 
Donors do not have clear benchmarks, outcomes or progress indicators, some do not even track capacity 
building specifically and there is a lack of cooperation among donor agencies to share such information 
(Kibbe, 2004; Whyte, 2004). They may have differing motivations, methods and ways of working (Simister 
& Smith, 2010), as well as different requirements, questions and due dates through which evaluation 
findings are established (Kotvojs & Hurworth, 2013). There are donors that follow trends instead of 
focusing on the needs of the context and NFPs feel pressured to please them to access resources, rather 
than privileging their key work. Some donors have shown a ‘pack mentality’ in being guided by current 
donor trends, instead of focusing on pressing development needs (Whyte, 2004). When trending ideas are 
imposed on NFPs or adopted by them, such values and interests can limit the commitment of the NFP to 
POs’ goals and methods (Simister & Smith, 2010). 
The support for capacity building that donors provide has been limited to certain capacities and there is 
low influence or participation from NFPs in that decision. Recipient organisations know that, as a 
consequence of accepting funds, they must agree to a certain level of capacity-building support (Simister 
& Smith, 2010). Current practices have mainly focused on supporting individual capacities (Holvoet & 
Leslie, 2013; Lopes & Theisohn, 2013; Potter & Brough, 2004; Whyte, 2004). The emphasis has also been 
related to strengthening individual organisations, without promoting coordination among multiple 
organisations (Whyte, 2004). Additionally, the mechanisms to measure success are primarily at an output 
level to serve mainly accountability purposes (Kotvojs & Hurworth, 2013; Potter & Brough, 2004; Whyte, 
2004). This means that some current measures are not related to outcome indicators which measure 
change and impact on the beneficiaries of NFPs (Potter & Brough,2004). 
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3.3.2 Levels of capacities 
Therefore, to establish a system approach to capacity building, Parsons’ first book The structure of social 
action (1937) presents a model of systems and subsystems that move from the simple to the complex in 
hierarchical order organised according to their communication, norms and other communal 
circumstances, which has been adopted by many contemporary authors (Bausch, 2001; Scott, 2014b; Scott 
& Marshall, 2009). An example of this is cultural systems, including norms and values (Scott, 2014b). Each 
system corresponds to functional prerequisites (Scott & Marshall, 2009) and the systems are independent 
of each other but interdependent upon each other (Bausch, 2001).  
This hierarchical approach has been considered in capacity building by different authors, mentioning 
different levels of capacities (James, 2001; Lopes & Theisohn, 2013; Návrat, 2010; Pact, n.d.; Silva & Boza, 
2003; Simister & Smith, 2010; UNDP, 1997; Whyte, 2004). The consideration of levels of capacities will 
provide a more robust approach to the breakthrough model, because it places its implementation within 
a wider system which is needed to achieve the sustainability of capacity building and which recognises 
Parsons’s move from simple to complex hierarchies. Some authors mention three levels of capacities. 
Lopes and Theisohn (2013) and Silva and Boza (2003) refer to the levels of capacities as: 1) individual; 2) 
group; and 3) organisational. Others such as Whyte (2004) and Wignaraja (2009) refer to them as: 1) 
individual; 2) organisational; and 3) enabling environments. These three levels are equally important and 
mutually interdependent (Lopes & Theisohn, 2013): “The strength of each depends on, and determines, 
the strength of the others” (Wignaraja, 2009, p. 11). All three should be strengthened to enable the 
sustainability of capacity building (UNDP, 1997; Whyte, 2004). 
Drawing on these arguments, four levels are considered in this project. The purpose of having four instead 
of three is to generate a distinction between two types of capacities affecting the group of people working 
within an NFP. These two types of capacities are: group and organisational capacities. Group capacities 
are those that are obtained to directly benefit the ultimate user and include elements such as program 
and project design, physical and financial resources to implement programs and projects, and evaluation 
of programs and projects. Organisational capacities are those focused on elements that affect the 
organisation itself first, such as role descriptions, policies and financial systems. Therefore, the four levels 
considered are as follows: 
The first level is individual capacities, where capacity building seeks to develop skills, attitudes, experience 
and knowledge on a personal level (Lopes & Theisohn, 2013; Návrat, 2010; Silva & Boza, 2003; Whyte, 
2004; Wignaraja, 2009). 
The second level is group capacities, which are needed to support the beneficiaries. These capacities are 
developed when individual capacities are shared with colleagues to transform internal procedures, group 
41 
 
norms and processes (Lopes & Theisohn, 2013; Návrat, 2010; Silva & Boza, 2003; Wignaraja, 2009), and 
for program development (Minzner, Klerman, Markovitz & Fink, 2014). This level also includes 
infrastructure and financial resources (Lopes & Theisohn, 2013; Návrat, 2010). 
The third level is organisational capacities, which enhance the functioning of the organisation to become 
more structured, systematic and formalised. The organisational level is when individual and group 
capacities are integrated in the organisation and promote the establishment of management systems, 
culture, structures and governance, and the generation or adoption of human resources systems, fiscal 
controls, donor development and diversified funding sources, among others (Lopes & Theisohn, 2013; 
Minzner et al., 2014). 
The fourth level is inter-organisational capacities, focusing on a broader approach outside the organisation 
to consider the surrounding environment and the organisations that operate in that environment. This 
refers to ‘interrelationships between entities’ (UNDP, 1997). Such interrelationships are how the 
organisation needs to collaborate with other organisations and groups for a common purpose. Lopes and 
Theisohn (2013) note different dimensions at this level: the institutional level (e.g. laws, professional 
ethos), the societal level (e.g. knowledge about rights) and the global level (e.g. conventions, migration, 
terms of trade). The authors indicate that cooperation initiatives must involve the state, as the state has 
certain responsibilities assigned to it in any case. This is also known as creating an ‘enabling environment’ 
(Hunt, 2005; UNDP, 1997; Whyte, 2004; Wignaraja, 2009). It facilitates the transformation or generation 
of rules, laws, regulations, systems, policies, power relations and social norms around management 
systems and operational procedures within the organisation itself (Návrat, 2010; Wignaraja, 2009). This 
level is considered critical, as “externalities such as corruption, governance systems or conflict-prone 
attitudes are extremely resilient to change” (p. 24), which impedes or nullifies capacity-building initiatives 
(Lopes & Theisohn, 2013). Therefore, if this level is not properly addressed, interventions towards capacity 
building might not produce the expected and sustained outcomes, and can cause a waste of effort and 
resources (Lopes & Theisohn,2013). 
These levels of capacities are aligned with the hierarchy of capacities identified by Potter and Brough 
(2004) to systematically apply capacity building. This hierarchy shows how the effectiveness of one level 
depends and builds on the effectiveness of another level (Potter & Brough, 2004). With this categorisation, 
capacity building can be approached as the development of an element in order to further assess if the 
organisation has achieved the levels of capacity required to enable the development of each level of 
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capacity, as shown in Figure 4. 
 
 
Figure 4. Hierarchy of capacities 
 
Figure 4. adapted from ‘Systematic capacity building: A hierarchy of needs’ by C. Potter & R. Brough, 2004. Health Policy and 
Planning, 19(5), pp. 340–341. 
 
In summary, the systems approach emphasises the importance of the dynamics and interrelationships 
among different issues and actors at different levels as part of a broader whole, rather than as separate 
or loosely connected issues (Bolger, 2000). Therefore, each stage requires its own strategic response 
(Potter & Brough, 2004) and, since this is the case, data collected might be construed in terms of each of 
these as well as all together. 
This suggests that, in a systemic approach, the provision of support by POs to the capacity building of NFPs 
has to ensure that the latter have the components required to enable the capacity the former will support 
through their grants. Therefore, a sequential assessment for developing capacities in the hierarchy from 
bottom to top is necessary to make sure that the level below exists to enable the development of the level 
above. This sequential element drawn from the literature is considered to achieve capacity-building 
sustainability. 
So, while a graded system of forms of capacity building has been identified, the questions remains as to 
how change and interaction within organisations are recognised. This is addressed below in the 
consideration of soft system breakthrough approaches. 
3.3.3 Essential criteria to develop capacity building 
To implement a systematic approach to tackle recurrent issues when implementing capacity building, the 
soft systems methodologies ‘breakthrough thinking’ developed by Gerald Nadler and Shozo Hibino (1990) 
and Dekkers’ (2017) ‘breakthrough model’ are argued below to be vital to understanding the capacity-
building practices of philanthropic organisations in Victoria.  
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The breakthrough thinking system addresses seven principles: uniqueness; purpose; solution after next; 
systems; limited information collection; people design; and betterment time line (Chandon & Nadler, 
2000; Moran & Hoffherr, 1995; Skyttner, 2005). These principles will be further discussed under the six 
essential criteria. This system provides a holistic approach to problem-solving by combining approaches 
of problem-solving and problem prevention (Skyttner, 2005). Focusing on the right purpose can prevent 
organisations from working on the wrong issue (Moran & Hoffherr, 1995; Skyttner, 2005). The principles 
should be applied holistically and simultaneously, rather than consecutively (Skyttner, 2005). This is 
because all the interactions of the organisation need to be considered; therefore, applying one principle 
at a time or in an established order is not as effective as using all the principles at the same time (Hoffherr, 
Moran & Nadler, 1994). 
Similarly Dekkers (2017) introduces a soft system methodology called the breakthrough model. “The soft 
system methodology proves a way of getting from ‘finding out’ about a problem situation to ‘taking action’ 
to alleviate it” (Dekkers, 2017, p. 288). This model has as an objective to implement changes into the 
structures of the organisations. The changes are called breakthroughs. An example is learning, “when the 
more one learns, the easier it gets and also novel insight may occur” (Dekkers, 2017, p. 75).  
The capacity-building approach of this thesis project focuses on a systematic practice that should change 
capacities within those NFPs that implement it. Therefore, the reasoning behind deploying this 
breakthrough model is that, if changes are required, an “organisation needs to rethink its objectives, 
strategy and resource allocation” (Dekkers, 2017, p. 255). This is because social issues are dynamic and so 
NFPs should respond to those changes. Dekkers’ model is composed of six components that are iteratively 
linked: strategy formation; confrontation and tuning; configuration and resource allocation; operations; 
verification of master plan; and evaluation of strategy (Dekkers, 2017). These six components will be 
explored under the six essential criteria later on. 
Capacity building and breakthrough approaches are therefore framed within literature that provides 
action steps, frameworks and guidelines to develop capacity building. A large body of literature about 
capacity building considers several elements that foster the development of capacity building (De Vita & 
Fleming, 2001; FAO, 2012a, 2012b; Jackson, 2009; Lopes & Theisohn, 2013; Otoo et al., 2009; Potter & 
Brough, 2004; Simister & Smith, 2010; World Bank, 2005). There are different elements but much 
consensus among these authors. Those elements were grouped and adapted within categories developed 
by Horton et al. (2003) and Wignaraja (2009). These two authors synthesised general agreements to 
develop capacity building facilitated by a framework that represents six essential criteria required to 
develop capacity building systematically. This six essential criteria model is adapted to Dekkers' (2017) 
breakthrough model in Figure 5 . 
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Figure 5. Breakthrough model for capacity building 
 
Figure 5. adapted from Applied systems theory by R. Dekkers, 2017. Springer International, p. xxvi. 
 
Importantly for this thesis, the adoption of this categorical system provides a meaningful way to examine 
data in order to make some assessment of the attempts by POs in Victoria to implement capacity building. 
The categories are therefore worth examining in more depth.  
Criterion 1. Assess the context to review the strategy 
Dekkers' (2017) breakthrough model suggests that organisations scan the environment to set out a 
strategy. Breakthrough thinking acknowledges the overwhelming amount of information that exists 
(Moran & Hoffherr, 1995; Skyttner, 2005). The ‘limited information collection principle’ of breakthrough 
thinking concentrates on obtaining information that will be useful for the other principles (Moran & 
Hoffherr, 1995). Therefore, a proper consideration of context will assist organisations to identify the right 
purpose, which is vital to ensuring the attainment of the organisation’s outcomes (Moran & Hoffherr, 
1995). Chandon and Nadler (2000) assert that one of the main reasons that the implementation of change 
fails is lack of consideration of context.  
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By scanning the environment new or adapted goals are set and the derived policy acts as a 
reference for the review of tactical and operational decisions. In this sense, they are normative. 
However, the changes generated by organisations as allopoietic systems also reside in the 
components and internal structure of the organisation as a system (Dekkers, 2017, p. 256). 
Horton et al. (2003) mention that consideration of the external environment enables reassessment of an 
NFP’s mission, objectives, strategies and programs. Therefore, consideration of the context should target 
the capacities that are essential to achieve the NFP’s objective (Horton et al., 2003). The context has a 
strong influence on the organisation’s performance (Horton et al., 2003). The context also assists the 
identification of current trends that facilitate or threaten the capacity-building process (Horton et al., 
2003). When capacity building is informed by the context, the focus of capacity building is the contextual 
needs (national needs and priorities), not just the organisational needs (FAO, 2012a, 2012b; World Bank, 
2005). Ultimately, the context should guide how to respond to the needs of the ultimate beneficiary. 
The motivation and desire to improve capacities that were informed by the context have to originate 
within the NFP (FAO, 2012; Horton et al., 2003; Lopes & Theisohn, 2013). That way, the NFPs are the ones 
driving change from within, in response to the context. The role of donors is to harmonise their support 
to the priorities set (World Bank, 2005). Therefore, NFPs and POs aligned by contextual needs can identify 
relevant capacities that assist their attainment of outcomes that have a direct effect on beneficiaries. A 
framework informed by the context will facilitate conversations among stakeholders in order to construct 
the outcomes desired (Chandon & Nadler, 2000). 
For this criterion, peak bodies will be consulted about the role of POs supporting capacity building within 
the Australian third sector context. This will give an understanding on how well POs are informed about 
the issues that are present in the sector and how they consider those issues in terms of strengthening the 
capacities of NFPs. 
Criterion 2. Assess current capacities 
Once the context has assisted identification of the focus, the solution-after-next principle suggests 
working backwards from the ideal target solution (Skyttner, 2005). Moran and Hoffherr (1995) observe 
that a common issue among problem-solvers is that they neglect to look further than immediate 
approaches. Therefore, the breakthrough thinking principle of ‘systems’ assists this approach by 
understanding that every problem is part of a larger system and, as such, requires change at a number of 
levels. 
Dekkers' (2017) approach of ‘confrontation and tuning’ articulates that the strategy is influenced by the 
assessment of resources. “The feasibility of the master plan should fit with the capabilities of the system 
of resources or project amendments” (Dekkers, 2017, p. 257). For that reason, there should be a match 
between the strategy and the possibilities and capacities for execution (Dekkers, 2017). Therefore, 
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organisations should have the capacities that enable the development of the capacity targeted. This is 
important in order to assess the current needs and assets of the NFP, and to identify the level of support 
that needs to be provided (De Vita & Fleming, 2001; Horton et al., 2003). It has been identified that, when 
capacity building focuses on only individual capacities, capacity-building results are ineffective (Horton et 
al., 2003; Potter & Brough, 2004). POs should use a systematic approach to identify existing capacities and 
resources that enable the development of the capacity to be developed. Donors can place the capacities 
to be developed at a level of capacity in the hierarchy and assess whether the organisation has the levels 
below and above. Therefore, if donors want to support individual capacities, they have to make sure that 
the organisation has the required capacities at group, organisational and inter-organisational levels. 
Individuals who have been trained in specialized technical skills or have learned new approaches 
to their work often return to their own organization to find that the equipment needed to use 
their new skills is missing, or that their managers do not understand or, even worse, do not agree 
with, their new thinking and approach. They may also find that the newly acquired, highly 
specialized disciplinary skills or knowledge are of limited use in addressing the most important 
problems in their home environment (Horton et al., 2003, p.53). 
As such, measuring current capacities across levels will provide the baseline from which progress is 
measured and whether goals have been achieved (Lopes & Theisohn, 2013; Wignaraja, 2009). 
For the present research, identifying how POs describe this measurement will give an understanding of 
the elements that they consider when supporting capacity building. This informs aspects such as POs’ 
preferences and decision-making, not only about NFPs but also about the capacities POs prefer to support. 
Criterion 3. Identify and engage stakeholders 
The ‘people design’ principle indicates that anyone has the potential to be a valuable contributor (Moran 
& Hoffherr, 1995). The diversity of stakeholders is important, as well as an atmosphere that fosters the 
contribution of each individual (Moran & Hoffherr, 1995; Skyttner, 2005). Wignaraja (2009) points out that 
capacity building requires people talking and listening to each other. Therefore, each stakeholder needs 
to agree on their accountability to know “who will do what, who will ensure that it gets done, and what 
will the consequences be if it doesn’t?” (Horton et al., 2003, p.22). This can mean considering important 
elements across the community environment (De Vita & Fleming, 2001) where stakeholders can assist in 
the identification of needs, new directions and priorities (Horton et al., 2003). The effectiveness of capacity 
building occurs when there are opportunities for networking, mentoring and information sharing (De Vita 
& Fleming, 2001; Horton et al., 2003). 
POs have been asked about their consideration of stakeholders and about government. As was seen in 
Chapter 2, government is an important actor within the third sector. Therefore, there are several elements 
to identify when discussing government participation, such as financial support for POs as well as 
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government influence on decision-making. 
Criterion 4. Agreed milestones and goals 
The ‘purpose principle’ criterion ensures a clear objective to avoid working on the wrong issue (Skyttner, 
2005). This principle acknowledges that there is never a single, simple purpose. It is important to 
identifying a hierarchy of purposes in order to expand the scope of the problem to bring into focus the 
problem that needs to be worked on (Hoffherr et al., 1994). 
For this criterion, the ‘people design principle’ has an important connotation when working on developing 
capacities. The principle mentions that the people who works towards a solution should work in a unified 
and flexible way (Skyttner, 2005). This principle “gets people to work on change from the centre 
(themselves) out, rather than only from the outside (others) in” (Moran & Hoffherr, 1995, p. 49). 
Therefore, capacity building should aim at a specific goal agreed on by all stakeholders but owned by the 
organisation developing its capacities (Otoo et al., 2009). “The relationship among stakeholder interests 
should be managed to ensure a balance of interests, and to ensure that such interests are reflected in 
management outcomes” (Jackson, 2009, p. 17). The organisation that is developing its capacities needs to 
preserve its autonomy to make decisions, carry out its own analyses and chart its own direction in pursuing 
its goals (Horton et al., 2003). This helps to achieve ownership and avoid a sense of imposition from an 
outside source (Wignaraja, 2009). The same should be followed to establish the project milestones. 
The use of a breakthrough thinking allows a focus on purpose. To know the capacity-building purpose and 
how it is decided is vital. For that reason, POs have been questioned about how this happens and the 
mechanisms set to know that this was achieved. 
Criterion 5. Inputs for the capacity-building response 
An important barrier faced when problem-solving is the assumption that one issue is identical to another 
(Moran & Hoffherr, 1995). For that reason, an approach is required that takes into account contextual 
specificities (Skyttner, 2005). The ‘uniqueness principle’ supports those ideas and observes that solutions 
to problems will differ from organisation to organisation no matter how similar the problems are (Moran 
& Hoffherr, 1995; Skyttner, 2005).Therefore, the capacity-building response needs to be developed 
according to each organisation’s needs and current capacities. With capacity building there is no ‘one size 
fits all’ approach, since what it is meaningful and essential for some organisations might not be for others 
(Lopes & Theisohn, 2013; Wignaraja, 2009).  
Dekkers' (2017) ‘configuration and resource allocation’ is where the distribution of resources for the 
organisation’s process occurs, including both external and internal resources. Therefore, donors need to 
offer multiple services to support capacity building, including assessment and financial and technical 
assistance among others (De Vita & Fleming, 2001). Therefore, it is important to find those mechanisms 
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that best suit the organisation and to create a proper implementation plan for specific issues (Horton et 
al., 2003). 
The ‘people design principle’ indicates that an atmosphere which fosters the potential of each individual 
participating in the process is vital to achieve change (Moran & Hoffherr, 1995). 
People, including external customers, do not resist change per se. They resist change when they 
don’t understand it or when it is imposed on them. They resist change that they see as threatening 
or that interferes with their other priorities. People will also resist change that involves risks 
greater than the potential benefits (Hoffherr et al., 1994, p. 52). 
For that reason, leadership, incentives and an environment conducive to learning and change need to be 
present in the process to ensure success (Horton et al., 2003; Lopes & Theisohn, 2013; Wignaraja, 2009). 
This criterion draws from the ‘betterment time line principle’, the reiterative process required, as no 
solution is final and will take care of a problem forever (Moran & Hoffherr, 1995). Therefore, donors need 
to understand that developing sustainable capacities might be a long-term process (De Vita & Fleming, 
2001; Horton et al., 2003; Lopes & Theisohn, 2013). This long-term commitment requires long-term 
investment and different types of resources. Therefore, it is important to maintain good working 
relationships with all the stakeholders involved in the process (Horton et al., 2003). The time lines have to 
be set to allow the best performance possible (De Vita & Fleming, 2001). They have to contain a 
combination of short-term, medium-term and long-term outcomes (Wignaraja, 2009). Furthermore, the 
capacities that are being gained or improved should plant the seed to carried out for later improvement 
(Moran & Hoffherr, 1995).  
For the purposes of this study, examining how such inputs are thought through by donors is therefore 
important and an analysis of data to explore the extent to which such considerations have been made is 
essential. 
Criterion 6. Monitoring and evaluation 
The two last components of Dekkers' (2017) model, ‘verification of master plan’ and ‘evaluation of 
strategy’, focus on assessment of the breakthrough model. The first assesses the progress, resource 
allocation and establishment of proper operations that meet the performance desired (Dekkers, 2017). 
The second assesses the performance of the organisation according to the outcome of the outputs 
produced that fulfil the desired target (Dekkers, 2017). For a capacity-building intervention, correct 
monitoring and evaluation of processes are crucial in order to identify performance, whether adjustments 
need to be made and if resources are being properly allocated (Horton et al., 2003). 
The principle of ‘limited information collection’ is also used for measurement to avoid burdensome, 
unmanageable and irrelevant details (Hoffherr et al., 1994). Organisations should concentrate on 
49 
 
information that concerns the purpose and what they should achieve (Moran & Hoffherr, 1995). Wignaraja 
(2009) also mentions that, to measure the success of capacity building, “progress and results are reflected 
by changes in performance, which can be measured in terms of improved efficiency and effectiveness” (p. 
32). Therefore, the capacities developed need to be embedded and applied within the organisation 
(Wignaraja, 2009). 
Donors need to consider that evaluation is more effective when it is not linked to funding decisions. 
Otherwise, it can decrease honest and open opinions about capacity building and the outcomes achieved 
(Simister & Smith, 2010). In addition, the evaluation process needs to enhance the capacities of those 
involved, not undermine them by creating and imposing costly and parallel systems that increase the 
burden of the organisation or compete with the local systems (Wignaraja, 2009; Simister & Smith, 2010). 
The systems in place for monitoring and evaluation should be easy to use and significant to those that are 
supporting the capacity-building process, focusing on the outcomes of the organisation’s work (Horton et 
al.,2003; Simister & Smith, 2010). 
Evaluation is a fundamental part of understanding how capacity building works and the results it achieves. 
This can also assist the replicability of those practices. Although this project does not evaluate any 
capacity-building intervention, POs have been questioned about the mechanisms they pursue in order to 
know the success of capacity building. 
3.4 Summary 
This chapter has reviewed the concept of capacity building. This concept, which was born in the 
international development field, has been considered under the umbrella of previous concepts and 
practices for improving the performance of NFPs. Lack of an agreed definition impacts on the evaluation 
of current capacity-building practices. This is relevant because many donors that fund capacity building 
have questioned its effectiveness, which affects their funding decisions. 
This chapter has focused on a systematic approach to developing capacity building with the purpose of 
achieving change. Capacity building has been commonly implemented supporting just one level of 
capacity, which key writers suggest results in ineffectiveness. The literature review suggests four key levels 
of interest for the current research: individual, group, organisational and inter-organisational capacities, 
so as to attain sustainability. The literature review, particularly in relation to breakthrough thinking, also 
suggests that capacity building involves six essential criteria: context; current capacities; inputs; 
stakeholders; monitoring and evaluation; and goals and milestones. These essential criteria take into 
consideration the broader context guiding the capacity-building initiative, with goals and milestones 
established for the long term. This requires the support of strategic partnerships that provide inputs 
according to ‘best fit’ and the synergies that need to be developed to leverage existing capacities, as well 
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as effective coordination. Adequate incentives and flexible environments in which to learn, adapt or 
modify the intervention when necessary are also needed. In addition, it is crucial to consider current 
capacities and make sure that the organisation already has those capacities that enable the development 
of the further capacities required. The last criterion focuses on tracking and evaluation of the capacity-
building intervention. 
So far, the literature review has established that capacity building has been functioning as a buzzword. 
This has hampered understanding of the concept and knowledge of the contribution of capacity building. 
Not much is known about the capacity-building practices of POs in Victoria and how the buzzword effect 
has directed their practices. Furthermore, as mentioned in the previous chapters, there are some 
important barriers that third sector organisations face which have impacted on their performance. This 
has contributed to questioning of NFPs’ capacities to achieve social impact. This, along with issues related 
to the Australian third sector such as the strong influence of government, delimits the system within which 
NFPs’ capacity-building practices are developed. 
The next chapter describes the method used to operationalise the study, which explores the gap in 
knowledge about capacity building, given what was said in Chapter 2, and which seeks to examine more 
closely the implementation of capacity building using the systems and breakthrough models presented in 
this chapter. 
At the moment, the financial support that the government provides is focused on furthering its own 
agenda, funding programs and projects aligned with its welfare interests. The evidence that POs can 
provide about the contribution of capacity building has the potential to influence other donors such as 
government, incentivising their support towards areas that strengthen the third sector, as well as simply 
delivering services of the government’s choosing. 
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CHAPTER 4. METHODOLOGY 
 
This chapter presents the research methods employed in this thesis to examine the capacity-building 
practices of POs in order to address the following research questions drawn from the literature: 
RQ1. What are the levels and the practices of philanthropic organisations in Victoria that support 
the development of not-for-profit organisations’ capacity building? 
RQ2. What influences and limits capacity-building practices in the Australian third sector? 
RQ3. What are the practices of philanthropic organisations in Victoria to support their own 
capacity building? 
A means was therefore needed to explore the extent of capacity building in the sector to exemplify the 
range of approaches adopted and to explore how capacity-building relationships are experienced by donor 
and donee. In summary, the approach adopted was a population survey (Creswell, 2003; Schonlau, 2011; 
Takhar-Lail & Ghorbani, 2015) of POs in Victoria to explore the extent of capacity building, which was 
earlier identified as a gap in the literature. This addressed part of RQ1 about the levels of capacity building. 
The survey included one qualitative open-ended question asking the definition of capacity building for 
each PO in order to explore the diversity of definitions and to assess how these square with the four levels 
of capacities identified in Chapter 3 as key elements for capacity-building sustainability. To address the 
remainder of RQ1 and also RQ2, a sub-sample of semi-structured interviews (Creswell, 2003; Takhar-Lail 
& Ghorbani, 2015) designed to create a narrative about what participant POs saw capacity building to be, 
with examples of their practice, was adopted. Interview questions were also used with these participants 
to explore RQ3 by identifying whether POs practise capacity building internally for themselves. This phase, 
therefore, provides information to characterise POs, in line with the elements outlined in Chapter 2. The 
six criteria breakthrough model has been used as an interpretive device for analysing the data to assess 
how organisations were engaging in the common elements of capacity building identified at the end of 
the last chapter. 
The methodology therefore has explored gaps in the literature identified in the preceding chapters and is 
designed to contribute to the literature on capacity building as it applies to Victoria and, in some ways, 
further beyond. 
4.1 Research design 
The limited information about capacity building in Australia and, more specifically, the practices that POs 
follow when supporting NFPs’ capacities, introduced in previous chapters has assisted in the selection of 
a two-phase methodology. These methods have sought to address the gap in knowledge about the extent 
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of capacity building on the one hand and to explore examples of capacity building in more detail on the 
other hand. Each of these fills a gap in the literature in what is known about capacity building across 
Victoria. To look at the extent implies looking at an overall collection of quantitative data. Looking at 
examples suggests smaller samples and a qualitative approach. Below, this dual method approach is 
formed in terms of the earlier theoretical discussion and a research design substantiating the methods 
outlined. 
For systems theory, consideration of the context is important to understanding the boundaries, the 
integration of elements and their interaction. To characterise POs within the third sector context, an online 
survey was seen as a possibility given the availability of digital identification data, to characterise the 
sector in the first phase of the study. It was intended that a large sample would give a good indication of 
the sector as a whole. The survey would aim to identify those POs that consider themselves practitioners 
of capacity building by funding NFPs’ capacity building (externally) and by applying capacity building for 
their own organisation (internally), along with some demographic characteristics (Stoutenborough, 2008) 
such as size, age and source of income. Additionally, drawing from a soft systems focus on complex 
problems associated with human activity, the survey has gathered the definition of capacity building from 
each PO, which, as mentioned in Chapter 3, is a term that lacks a unified understanding among those who 
practise it.  
Web servers are well-known tools used by several organisations (Callegaro, Manfreda, & Vehovar, 2015). 
For instance, ACNC registration and reporting are conducted online and several POs receive grant 
applications only via online servers. Servers that facilitate the reach, communication and systematisation 
of processes such as registration, reporting and applications can also be used for research.  
The first phase was intended to provide the sample for the second, qualitative phase (Bamberger, Rao & 
Woolcock, 2009; Klassen, Creswell, Plano Clark, Smith & Meissner, 2012). As will be seen, this did not 
transpire as the response rate was low. Therefore, another form of sampling was needed to supplement 
the sample size. The second phase was guided by the systems theory of breakthrough thinking and sought 
through a semi-structured interview to show how these in-depth narratives described patterns of 
intentional action relating to capacity building and the assumptions underlying these views. This research 
is exploratory, given the limited knowledge available around capacity building in Victoria. This exploration 
may provide different understandings and generate numerous possibilities in relation to resultant actions 
(Burr, 2015). It has allowed the present project to explore in detail a sample of POs’ practices, first because 
little research is available (Williams, 2003) and second because there are different conceptualisations of 
capacity building that affect the understandings and application of this term. Furthermore, as O’Leary 
(2017) mentions, actors construct meaning as they interact and engage in interpretation of commonly 
experienced phenomena. This is relevant to understanding the different practices generated by the 
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constructions that the POs have made in relation to the concept of capacity building (O’Leary, 2017). 
4.2 Phase 1. Web-based survey 
The extent of capacity building by POs in Victoria is unclear. A population sample web survey was used to 
assist in identifying the number and the character of POs that support capacity building. Consequently, 
information such as size, age and sources of income was included in the survey. The source of income 
sought to identify the level of government influence, which is found to be prominent within the Australian 
third sector, as argued in Chapter 2. Finally, as Chapter 3 mentioned, there are multiple capacity-building 
definitions and the tool explored this in the one open-ended question asking respondents to define 
capacity building. The definition was utilised to identify levels of capacities as mentioned in the systematic 
approach to implementing capacity building, also covered in Chapter 3. The survey was designed to gain 
systematic information on the nature of the sector and is largely quantitative. Just one question, a request 
for a definition of capacity building was open-ended. 
4.2.1 Tool 
Focusing on POs’ interventions, it was important as the first attempt to explore as many organisations as 
possible in terms of their engagement with capacity building. This could have been operationalised by 
posting letters, visiting organisations or conducting interviews in every organisation, among other 
methods. However, a Master’s project has time and budget constraints. Given the need to explore 
examples in detailed interviews, it was decided to undertake an online survey across as many 
organisations as possible.  
A web-based survey was the tool chosen as it is fast and low-cost, and extends the reach to a large number 
of respondents (Denscombe, 2007; Henry, 2004; Plowright, 2011; Smyth & Christian, 2014). This tool 
allowed the efficiency of reaching as many POs as possible within a budget and timeframe. The survey was 
cross-sectional, as the data was collected at one point in time across a wide range of subjects (Creswell, 
2003). The method chosen was a self-administered web-based questionnaire that allowed respondents to 
complete the survey within or across a specified time period (Bergman, 2008; Christian, Parsons & Dillman, 
2009). The web-based questionnaire was located on Qualtrics, a software program devised for this 
purpose and approved for use in research by the RMIT Human Research Ethics Committee. This tool did 
not incur a cost, as it is free for students at RMIT University. The distribution of the survey was via an email 
containing the URL to access the questionnaire (De Vaus, 2013). Web-based questionnaires include some 
features that make them more attractive and user-friendly to respondents such as colours, buttons and 
bars (Denscombe, 2007). The responses can be completed easily and the submission of the completed 
schedule achieved with one click of a button (Denscombe, 2007). The message sent by email to invite the 
selected respondents to participate is included in an Email body (Appendix A). 
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The questions for this phase were mainly closed, with multiple-choice options provided and an ‘other’ 
space for alternative responses (Corbetta, 2003). There was one open-ended question that asked for the 
definition of capacity building. The web-based survey did not require an interviewer–interviewee 
interaction. This was important in the provision of the capacity-building definition, as the interviewee was 
not prompted in any way (Corbetta, 2003). The order of the questions was important, as questions asked 
at the beginning can affect the answers supplied subsequently (Denscombe, 2007). The use of a web-
based survey allowed for controlling the questions that respondents could see at one time as they went 
through the questionnaire. 
Therefore, the first questions related to the organisation itself, asking for demographic data (Corbetta, 
2003; Mertens, 2014). This provided characteristics such as the organisation’s name, age, size and source 
of income. The second part consisted of yes/no questions to explore knowledge of the concept of capacity 
building, and whether they supported it externally and/or applied it internally. Each of these questions 
used a filter. If the respondents did not know the concept of capacity building, they were taken 
automatically to the last page of the questionnaire. If they answered affirmatively, they were presented 
with a number of yes/no questions in turn, followed by the only open-ended question. The open-ended 
questions requested the definition of capacity building. The survey tool is presented in Appendix A. 
4.2.2 Sampling 
The population for the study was provided by the ACNC database available at data.gov.au, which is 
available via their website. The sampling frame was the ‘2013 Annual Information Statement’ provided by 
the ACNC, which contains 49,449 NFPs in Australia registered voluntarily. The study applied sampling 
criteria (Guest, Mitchell & Namey, 2013; Mertens, 2014). This type of sampling consisted of organisations 
which stated that grant-making was their main activity and were based in Victoria. This search yielded 815 
organisations. 
4.2.3 Procedure 
At the moment, the availability of contact information from POs is problematic and time-consuming. The 
ACNC database information posed a number of issues. Names were searched individually on the ACNC 
website (acnc.gov.au) under the option ‘Find a charity’ to obtain the email address of each organisation 
within the section ‘Charity details’. A new database was created to include the names and email addresses 
of the organisations for distribution of the survey.  
This search provided three types of information (see Table 7). The first type included organisations that 
share an email address. The reason for this is that those organisations are managed by a single trustee 
company or other for-profit entity. These organisations were not considered for the purpose of this 
project, as the ones considered needed to be POs that managed the allocation of their funds by 
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themselves. This decision was made for practical reasons, as private organisations that manage trust funds 
used for donations have large portfolios; for instance, one private organisation was identified as managing 
473 POs. Understanding their processes would require a different approach. Additionally, private 
organisations do not belong to the third sector, and the context and drivers within the third sector might 
not be the most appropriate to frame private organisations’ interests.  
The second group identified consisted of organisations that have a unique email address. These 
organisations fulfilled the sampling criteria for this project. 
The third group were organisations that did not form part of the sample because they had had their charity 
status revoked or their email information was not available. With the latter, this meant that the section 
where the email address should be provided on the ACNC website was blank. These organisations also 
lacked a website or other type of public information from which an email address could be retrieved. The 
former meant that the organisation had voluntarily or otherwise had its charity status revoked, which 
indicated that the organisation was no longer registered with the ACNC.5 
Table 7. Classification of email addresses 
TYPE OF EMAIL ADDRESS NO. OF ORGANISATIONS 
1) Repeated on database 678 
2) Unique 115 
3) Not available* 22 
Total 815 
 *Not available for one of the following reasons: revoked, voluntarily revoked, no email address provided. 
 
The resultant sample size was 115 organisations, which correspond to the organisations that had unique 
email addresses. Those email addresses were the ones used for distribution of the survey. The survey 
contained 11 questions that took approximately five minutes to complete. The survey was available over 
a period of one month. Two reminders were sent, the first 15 days after the invitation date (see Appendix 
A – Email reminder) and the second 3 days before the survey closed (see Appendix A – Last email 
reminder). The reminder also thanked those organisations that had responded to the survey previously. 
The Qualtrics system allowed tracking of the number of responses per day and it was identified that 
                                                          
5There are several reasons why organisations have their charity status revoked, whether voluntarily or not. The 
ACNC may revoke registrations because organisations failed to meet their obligations. When an organisation 
choses to have its charity status revoked, this might be for reasons such as planning to wind up or merge with 
another organisation, among other reasons for both cases. 
www.acnc.gov.au/ACNC/Manage/Keep_chaStatus/ACNC/Edu/Maintain_entitlement.aspx?hkey=0a66c046- c4a8-
42cf-a365-13b9d4467498 
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surveys were completed on the days when the emails were sent out. This indicates that more than two 
reminders might have generated more responses. 
After reading the email, if the person chose to respond, they were directed to the survey. The web-based 
survey contained information about the study, their rights as participants and information about data 
protection. This section also informed them about the most suitable candidate to respond to the survey 
and that it was their responsibility to obtain any necessary permission from their organisation prior to 
completion (see Appendix A – Information about the study). This information assisted them to make a 
judgement about participating in the research (Denscombe, 2007). Consent was given by selecting the 
‘Agree’ option on the survey after this information. The agreement allowed them to access the survey. 
Finally, at the end of the survey the participant was asked whether they would like to participate in a face-
to-face interview (Phase 2). If they agreed, their name and email information were requested. 
Due to the low response rate, it was necessary to contact five organisations related to the sector to ask 
for their support in distributing the survey. These organisations were contacted via email. There were two 
philanthropic peak bodies that included the invitation and the URL to access the survey in their 
newsletters; however, this did not generate any additional responses. One organisation did not want to 
distribute the survey, as it considered this to represent a “conflict of interest” as it too sends surveys for 
its own organisation. Another organisation mentioned that it only sent its own surveys to these 
organisations. There was one organisation that did not respond to the email and there was no response 
after additional follow-up. These five organisations mentioned that they conducted their own surveys, 
which might indicate that this is a common mechanism for requesting information within the third sector. 
Survey fatigue (Andres, 2012) may therefore be experienced across the sector. 
4.2.4 Pilot 
The questionnaire was piloted and reviewed by four different participants within the third sector and two 
academics. They provided feedback about the terminology, clarity of the questions, design and style, and 
the way the questions and answers were presented (Plowright, 2011). The survey was restructured on the 
basis of the pilot. The elements improved related to the length, clarity of questions and selection of words 
that had the same meaning to all respondents (Mertens, 2014). Any ambiguity or misunderstanding of 
closed answers was addressed (Anastas, 2012; Mertens, 2014) to avoid unexpected answers or bias in the 
information requested (Mertens, 2014). 
The new questionnaire (presented in Appendix A – Questions for survey) was significantly shorter than 
the original version, highlighting the need to balance response rate with detail. The rest of the material 
from the original questionnaire was transferred to the face-to-face interview in Phase 2. It was hoped the 
changes made to the original design after the pilot would increase the number of respondents, as it was 
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shorter and more respondent-friendly (Dillman et al., 2014). Another important element regarding a high 
response rate was that, for this project, the online survey was meant to serve as a mechanism to sample 
participants for the second phase. However, the low response rate required subsequent approaches to 
fulfil the sample size for the interviews.  
4.2.5 Analysis 
The data collected in the survey was analysed using descriptive statistics (Schwandt, 2007; Seymore, 
2012). The sample size turned out to be too small to extend the analysis further for statistical purposes. 
This approach allowed for the categorising of POs by age, size, the source of income they received and 
their yes/no responses in relation to knowing about the concept of capacity building and their internal and 
external support. This information was intended to provide the basic characteristics of POs across the 
whole of Victoria that support and apply capacity building.  
The definition of capacity building was an open-ended question that allowed respondents freedom in their 
definition. Four interpretive categories reflecting the types of capacity – individual, group, organisational 
and inter-organisational capacities – were used in analysing this data. All data was placed into an Excel 
spreadsheet and both common and differing aspects of the definitions were explored. Additionally, the 
definitions were provisionally coded according to words and phrases within each of the four interpretive 
capacities above.  
To reiterate, Phase 1 answered part of RQ1 about the levels of capacity building. The open-ended question 
in the online survey asked the definition of capacity building. This assisted exploration of the diversity of 
definitions to assess how these squared with the four levels of capacities identified in Chapter 3. 
4.3 Phase 2. Face-to-face interviews 
It was argued earlier that addressing capacity building in a systematic manner was an essential element 
of data collection, and this was handled via interviews. This phase was designed to answer all three 
research questions. RQ1 was explored by examining how the data matched the six essential criteria of 
capacity building described in Chapter 3. Furthermore, the contextual elements mentioned in Chapter 2 
were explored in the semi-structured interview around systems theory, and boundary-maintaining 
systems were used as prompts in the interview. These included: influence from the government; 
preferences of POs; PO staffing issues; donor–donee relationships including imposition of models and 
outcomes, POs’ lack of benchmarks and indicators, and POs’ preferences for trends; and gaps in capacity 
due to the lack of common understanding and lack of proper evaluations. RQ3 was answered in this phase 
by identifying what elements of the ideal implementation of capacity building are the ones that POs would 
apply to themselves. 
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4.3.1 Tool 
A number of research approaches were possible for accessing meaningful descriptions of everyday actions 
around capacity building. Interviews were the tool chosen. Some other approaches were discarded as they 
did not fit the type of data needed or did not meet the time frames and budget restrictions for a Master’s 
project. For instance, some of the advantages that focus groups provide, such as participant discussion, 
were not possible, as these require homogeneity of participants and openness of discussion (Scott, 2014a). 
Those elements might be hard to obtain at a time when organisations seem to be keeping much of their 
data private. Given the diversity of organisations and the lack of systematic understanding of capacity 
building, this would have been troublesome to substantiate on the grounds of homogeneity. Furthermore, 
focus groups were discarded as they require logistics to find enough participants that fulfil the criteria and 
that can attend a specific time and place (Scott, 2014a). Finally, other methods such as participant 
observation might have been adopted but this is a long-term strategy which is not suitable for a Master’s 
project and when several organisations were intended to be covered (Jorgensen, 1989). 
Therefore, a semi-structured interview (Corbetta, 2003; Kvale, 1996) was the approach adopted. The 
interview tool contained a sequence of themes to cover questions which reflected the literature review 
set out earlier. Semi-structured interviews follow a predetermined pattern; however, they also allow 
prompts to be used if any theme is deemed important or where a fuller understanding is needed (Corbetta, 
2003). There were open-ended questions that permitted respondents to provide answers of the length 
and wording they chose (Denscombe, 2007). The set of questions is contained in Appendix B – Interview 
schedule for POs. In the flow of conversation, participants were prompted to give examples of where they 
had used a capacity-building approach.  
This phase provided a deep understanding and explanation of the POs’ experience of capacity building and 
some elements related to the surrounding contexts. To interpret the data, the essential criteria of capacity 
building developed in Chapter 3 and the elements of accountability and the relationship with government 
discussed in Chapter 2 were used to analyse the transcribed data. Descriptive questions (Mertens, 2014) 
allowed respondents to talk about those elements to reveal the current practices of POs in Victoria 
according to the characteristics mentioned. 
The literature review of the Australian context highlighted two organisations relevant for this project, one 
statutory body of the third sector and one philanthropic peak body. Therefore, these organisations were 
considered for the interview phase only. The purpose of including these organisations was to obtain 
information about their role, initiatives and views regarding capacity building. They were also consulted 
about their perception of the capacity-building practices of POs according to the context. The interview 
schedule for these organisations is available in Appendix B – Interview schedule for peak bodies. 
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4.3.2 Sampling 
The selection of candidates for this second phase was meant to have been built on the previous survey 
phase. The sample was intended to be purposive in the sense that it was to draw from organisations that 
had undertaken capacity building in the sector or within their own organisations and which were drawn 
across other characteristics such as size. Since the response rate was low, it was necessary to adapt the 
sampling strategy, as will now be explained.  
For the in-depth interview, the number of interviews needed was established. Although the appropriate 
number of interviews differs according to different authors, some suggest that at least 6 participants or a 
range between 6 and 25 for phenomenological studies is necessary (Guest et al., 2013). Since the study 
sought to explore meaningful views and each participant’s own construction of elements in relation to 
capacity building, it was decided to select nine POs, three of each organisation size (small, medium, large), 
although, given the diversity in the concept, it was by no means clear that this would achieve saturation 
of the data (Saunders et al., 2018), although it was achievable within the time frame and would provide a 
discussion at the very least.  
However, due to the low response rate from the online survey phase, this number was not reached and 
additional snowball sampling was required to recruit other organisations (Denscombe, 2007; Given, 2008; 
Vehovar et al., 2016). Therefore, once one PO was interviewed, it was asked if it could identify from 
participating in the online survey and the face-to-face interview any other organisations that would be 
suitable to participate in the project. They proposed the names of other organisations and the names of 
their CEOs. They also gave permission to use their name as a reference when contacting the new PO. This 
ensured that the sample size was achieved, as the majority of organisations participating in the survey and 
the referred organisations in the snowballing approach were enough to suit the gap in the sample after 
the survey. 
4.3.3. Procedure 
The participants who voluntarily decided to participate by providing names and contact details in the 
Phase 1 survey received an email (see Appendix B – Email body). The email contained a document attached 
that gave information about the interview process, the project, their rights as participants and data 
protection (see Appendix B – Participant information). Anonymity was very important because a lack of 
anonymity could have produced a fear of losing funding or possible damage to organisational or personal 
reputations (Gregory & Howard, 2009). Therefore, results are reported based on the characteristics of the 
organisations, while organisational and participant identities remain confidential. The consent forms were 
also attached to the email (see Appendix B – Consent form). 
Participants were informed that, with permission, the interviews would be recorded and transcribed for 
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the purpose of documentation and to facilitate data analysis (Denscombe, 2007; Kvale, 1996). Data was 
transcribed verbatim without correcting grammar or slang, and without summarising or paraphrasing 
answers (Neuman, 2005), a task more time-consuming than the actual collection of the data. Nine PO 
participants were interviewed and two further interviewees (peak bodies) were added as a result of 
identifying them as relevant to the sector from the literature review. These two organisations had a 
different set of questions (Appendix B – Interview schedule for peak bodies) as they were required to 
provide a broader opinion about capacity building in Australia, their role as entities that seek to improve 
the capacities of the third sector and their perception of the consideration of the context by POs. 
4.3.4 Pilot 
The interview schedule was based on the literature review from Chapters 2 and 3 (see Appendix B – 
Interview schedule for POs) and was piloted with one philanthropic organisation. The organisation 
provided feedback at the end of the interview about the clarity, tone and wording used (Anastas, 2012) 
and the ambiguity or misunderstanding of questions (Anastas, 2012; Mertens, 2014). This process allowed 
an assessment of whether the answers provided information according to the intent of the questions or 
yielded unexpected answers and had the potential to address the relevant research questions (Mertens, 
2014). 
4.3.5 Analysis 
The small scale of the interviews allowed for coding of the information manually. Therefore, an initial 
coding on paper was conducted to identify similarities and differences in the data (Saldaña, 2013). For 
instance, a similarity was found when POs were questioned about their own capacity-building practices. 
One small and one large PO responded that their own organisations did it less than the organisations they 
support. The small organisation answered: 
Spasmodically, badly, we don’t do it well, I’d say it’s partly because we’re an all-volunteer 
organisation. 
While the response from the large organisation was: 
I think we do less about our own capacity than what we do to other people’s capacity. 
The data showed a theme where POs expressed low levels of capacity-building practice for their own 
organisation; this showed that other differences between organisations such as their difference in size 
might not affect the common theme of low practice of internal capacity building.  
A second structural coding (Saldaña, 2013) employing NVivo was conducted to store, organise, manage 
and reconfigure the data in a more systematic way (Saldaña, 2013). This analysis was based on coding the 
six essential criteria to develop capacity building from Chapter 3, to consider: context; current capacities; 
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inputs; stakeholders; monitoring and evaluation; and goals and milestones to be achieved. Additionally, 
some relevant elements were identified in relation to the third sector in Australia from Chapter 2, such as 
level of support and government funding, influence and support. 
It can be seen that the theory and literature from Chapters 1 to 3 has guided the development of the 
research tools and the systems of interpretation of data used in this thesis. In doing so, the methods align 
with the literature review but, further, fill significant gaps in the literature. 
To reiterate, Phase 2 data answered RQ1 and RQ2 to identify what POs called capacity building. The 
interview questions were also used in this phase to explore RQ3 by identifying whether POs practise 
capacity building internally for themselves. This phase, therefore, provided information to characterise 
the POs, in line with the elements outlined in Chapter 2. The six criteria breakthrough model was used as 
an interpretive device for analysing the data to assess how organisations were engaging in the common 
elements of capacity building. 
4.4 Limitations 
One of the comprehensive databases available to find existing POs in Australia comes from the ACNC, one 
of the main regulatory organisations in the third sector in Australia. The ACNC database, while large, is not 
an exhaustive list as it includes organisations that have registered voluntarily and allow disclosure of their 
contact and other details.  
Another problem was that several POs are managed by for-profit entities. The information available on 
the ACNC website only provides the contact information of private organisations. The focus of this project 
is NFPs that are POs and that manage their grant-making by themselves. For-profit organisations’ 
mechanisms to grant funds are not part of the study and those POs managed by a for-profit organisation 
were excluded. This represents a large number of POs that were not considered for inclusion. 
In spite of that, the number of organisations reported in the database is the largest available in Australia 
and, because it is a statutory body, it has the greatest validity and reliability possible at this point in time. 
The online survey had a low response rate, which did not allow for characterising the sector and 
generalising the results for Victoria. This could be the result of using an online survey, as emails can be 
overlooked and can also be mistaken for spam (Anastas, 2012; Dillman et al., 2014). Furthermore, online 
surveys are a common mechanism for gathering information within the third sector, and so the low 
response rate might indicate that these organisations are suffering from email and online survey fatigue 
(Andres, 2012). In larger organisations, receipt of an email asking about the most appropriate person to 
complete the survey may also have either taken up time organisations were unwilling to give, or taken too 
long a delay in getting to the appropriate destination. 
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The survey was intended to identify POs’ sources of funding. The main problem in the responses of the 
survey was that some of the answers in the category ‘other’ could have been classified in the options 
available in the online survey. A brief definition that explained the meaning of each option could have 
contributed to improving the response about source of funding. 
The question about knowing the concept of capacity building was a filter to stop organisations from 
continuing the survey; if they stated ‘yes’ in relation to knowing the concept of capacity building, they 
needed to provide the definition. This was meant to distinguish organisations that knew of capacity 
building from those that did not. However, the question turned out to be ambiguous, as some 
organisations answered ‘yes’ but did not provide a definition of capacity building. The lack of a definition 
was another filter in the online survey that stopped respondents from continuing with the survey. 
Both the online survey and the semi-structured interview are self-reporting methods that rely on the 
individuals’ responses (Salkind, 2007). For this study, there was no further verification of the information 
provided. 
4.5 Ethics 
The approaches utilised for the research methodology required the collection of information from 
individuals. For that reason, this project was subject to the approval of the RMIT College Human Ethics 
Advisory Network (CHEAN). The project received approval project number: CHEAN A 0000020117-04/16. 
The approval letter can be found in Appendix C. Ethical approval ensured that the collection of the data 
and the processes, analysis and dissemination of the findings respect the rights and dignity of the 
participants, and that the conduct of researchers was carried out with honesty and integrity so as to avoid 
any harm to participants (Denscombe, 2007) and to provide an accurate interpretation of the data 
(Creswell, 2003). 
For this project, participation in either of the two phases was strictly voluntary. All the participants were 
informed of their rights and the management of the information they would provide prior to consenting 
to involvement in the project. Participant information was clear and informed consent was sought both in 
the survey and in the interview. The study protected the anonymity of the respondents and, when 
required, aliases or pseudonyms for individuals or organisations were used to protect identities (Creswell, 
2003). Therefore, the main ethical considerations were anonymity and confidentiality. This builds trust 
and assurance, so that respondents can feel secure when disclosing information. Detailed information 
about the ethics and politics of the study for participants is contained in the research tools set out in 
Appendix A – Information about the study and Appendix B – Participant information. 
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4.6 Summary 
This chapter has provided the rationale for and a description of the methodology followed in this research 
project. The limited data available about the third sector and capacity-building practices assisted the 
decision to conduct an exploratory research study. A dual-method approach in two phases was chosen. 
The first phase sought to characterise the sector using an online survey. The second phase deepened the 
description of the capacity-building practices using a semi-structured interview. This chapter has also 
described the approach taken for the second phase grounded in soft systems theory. 
The chapter has presented the elements drawn from literature review and the research questions that 
have guided the analysis of the data, utilising descriptive statistics for Phase 1 and coding for Phase 2. The 
chapter has also discussed the issues faced in the data collection, the limitations and the ethics approval 
required for this project. The next chapter reports the findings of this study according to each phase. It 
now remains to present the study data and analysis, and this shall be done in the chapter to follow.  
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CHAPTER 5. FINDINGS 
 
This chapter presents the research findings of the two data collection phases. The first phase analysed 35 
responses from the online survey. It provided the POs’ demographic data: age, size and sources of income, 
and the number of POs that practise internal and external capacity building. Additionally, one open-ended 
question provided their definitions of capacity building. This definition was analysed using keywords to 
categorise each response into one of the four levels of capacity: individual, group, organisational and inter-
organisational. The second phase involved nine semi-structured interviews with POs and two with peak 
bodies. The findings correspond to an analysis of current practices according to the six essential criteria. 
This section is divided into two parts. The first presents the practices of POs supporting NFPs’ capacity 
building. The second presents the findings corresponding to the practices that POs follow to apply capacity 
building to their own organisations. 
Additionally, the analysis focuses on the arguments put forward in Chapters 2 and 3 that have relevance 
to the development of the study methodology. From Chapter 2, this is the historical dependence on 
government funding of the Australian third sector, the level of support from the government that has been 
characterised as low (as it focuses only on selective funding), the low support of capacity building in 
Australia, the reliance on the government to dictate accountability practices, and the limited available 
data about philanthropy and the third sector in Australia. From Chapter 3, this is the lack of a unified 
definition of capacity building that directly affects the way it is implemented, the evaluations conducted 
of current capacity-building practices, and the four levels of capacity and six essential criteria drawn from 
the literature as the models for developing capacity building. It was argued that the model of four levels 
of capacities and six essential criteria assist in providing systematic and sustainable practice to develop 
capacity building, and these were used in interpreting the interview data. 
5.1 Findings of Phase 1. Online survey 
Of 115 organisations surveyed, 35 responded to the survey, a response rate of 30%. This was disappointing 
and does not represent good grounds on which findings can be generalised. The numbers are also too 
small to make them amenable to anything more than descriptive statistics.  
The organisations varied in size, age and sources of income. Tables 6–8 summarise the demographic 
characteristics. As listed in Table 8, 18 organisations had been operating for less than 31 years in 2017, 
(range 7 to 31 years), 11 had existed for up to 57 years (range 32 to 57 years) and 6 had existed for up to 
83 years (range 33 to 83 years). The data indicates an increasing number of POs entering the sector. 
As listed in Table 9, which applies the ACNC2 size classification based on annual revenue, 18 organisations 
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were large, 11 were small and 6 were medium-sized. Table 10 reports the sources of income as 
approximated percentages for each organisation surveyed. As mentioned in the literature review, this 
data is often kept private. The three main sources of income that these organisations reported are ‘other’, 
‘trust funds’ and ‘commercial sources’. As mentioned in the methodology chapter, the answers in the 
‘other’ category include client fees, donations and fundraising, membership fees and other options that 
could have been classified in the options given in the survey. This did not appear in pilot feedback but was 
discovered only when the data was explored. 
Table 8. PO age 
AGE PERIOD RANGE NO. OF POS 
Young 1986–2010 18 
Middle age 1960–1985 11 
Old 1934–1959  6 
 
Table 9. PO size 
SIZE INCOME NO. OF POS 
Small Annual revenue less than $250,000  11 
Medium Annual revenue between $250,000 
and $1 million 
 6 
Large Annual revenue of $1 million or 
more 
18 
 
Table 10. PO income source 
INCOME SOURCE % OF POS’ INCOME PER SOURCE 
Other 20.7 
Trust fund 20.6 
Commercial 18.3 
Government 12.7 
Individual 12.0 
Estate, bequest, will 10.7 
Corporate 4.1 
Not-for-profit 0.9 
 
As Table 11 shows, 22 respondents out of the 35 knew of capacity building. This means that, out of those 
that completed the survey, only 62% were aware of the concept. The survey shows that 27 out of 35 
organisations knew of the capacity-building concept, but only 22 POs provided a definition and actively 
2 
www.acnc.gov.au/ACNC/Manage/Reporting/SizeRevenue/ACNC/Report/SizeRevenue.aspx
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supported it externally, applied it internally or both. This may indicate that POs more familiar with the 
concept were keener to participate in this project. It is difficult to say if knowledge of capacity building 
is similarly extensive within POs in Victoria more widely. 
If that figure was applied to the entire sector, it would mean that nearly 40% of organisations do not 
have an adequate focus on or knowledge of capacity building. Table 11 also shows that a further 5 said 
they did know the term but did not go on to provide a definition. As that response was not designed as 
an optional question, those POs that did not provide a definition could not continue with the survey, as 
a filter emerged once this definition had been provided. Therefore, they did not complete questions 
about supporting capacity building and were not considered for the second phase interviews. 
The filter separated the organisations that claimed to know of the concept from those which had only 
heard about it. The POs that supplied a definition were then asked if they applied it internally for 
themselves and/or supported it externally when funding NFPs’ capacity building. Although 27 
organisations out of the 35 claimed to know of the concept, only 22 defined it and so could respond to 
the follow-up questions about applying it internally and externally. 
Table 11. Capacity-building concept known 
NO. OF POs 
Know the concept of capacity building     22 
Do not know the concept of capacity building 8 
Know the capacity-building concept but did 
not provide a definition of it 
5 
Total     35 
 
The 22 organisations that provided a definition were asked to identify if the support was external, 
providing funding to NFPs’ capacity building; internal, applying capacity building for their own 
organisation; or both. Twenty-two organisations provided capacity building both internally and 
externally. Among these 22 organisations, half of them (11) claimed to practise capacity building 
internally for their own organisation and to support through donations NFPs’ capacity building. Of the 
11 remaining organisations, 6 mentioned that they provided external capacity building and 5 mentioned 
internal capacity building. 
Table 12 shows, half the organisations are classified as young and were established in the period when 
capacity building was introduced and gaining influence during the 1980s and 1990s. Eleven (61% out of 
the original cohort of young organisations) knew the concept of capacity building. There were seven POs 
belonging to the middle-aged group that were established between 1990 and 1985. Once again, this 
represents 63% of the young organisations with such knowledge. There were four older organisations 
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that had existed for between 58 and 83 years and this represents a 67% knowledge of capacity building. 
So there seems not a lot to choose between these organisations of different ages in terms of their 
knowledge of capacity building, on the basis of the present data.  
Table 12. Age of 22 POs that know the capacity-building concept 
AGE PERIOD NO. OF POS 
Young 1986–2010  11 
Middle age 1960–1985  7 
Old 1934–1959  4 
Total   22 
 
Several organisations were classified as large, as 13 out of the 22 reported annual revenues of $1 million 
or more. This represents 72% of all large organisations knowing the concept of capacity building. Capacity 
building has been characterised as a long-term process that organisations with large revenues are more 
able to support. There were 5 small organisations of 6 (83%) that knew the concept and 4 of 6 (67%) 
medium-sized organisations knew the concept (as seen in Table 13). It is not clear whether these 
differences would be represented in a larger sample or whether they can be explained simply by chance. 
Table 13. Size of 22 POs that know the capacity-building concept 
SIZE INCOME NO. OF POS 
Small Annual revenue less than $250,000 5 
Medium Annual revenue between $250,000 
and $1 million 
4 
Large Annual revenue of $1 million or 
More 
13 
Total  22 
 
The low response rate did not allow for generalising the results above. However, further research could 
identify whether PO revenues affect active engagement in and support for capacity building. This is 
relevant, as the philanthropic sector shows that, in both the cases of Australia overall and Victoria in 
particular,6 more than 70% of the organisations are small (ACNC, 2015) (as seen in Table 14). If support 
of long-term capacity-building initiatives is dependent on large revenues, then intentions of supporting 
NFPs’ capacity building might be reduced or under-funded on the basis of sector characteristics. 
 
                                                          
6The organisations considered were those that stated as their activity: grant-making activities and other philanthropic. For 
the Victorian POs n= 1084 and for the Australian POs n = 2901. 
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Table 14. Size of POs in Australia and Victoria 
SIZE % OF POS IN 
AUSTRALIA 
% OF POS IN 
VICTORIA 
Small 76 75 
Medium 14 15 
Large 10 11 
Total 100% 100% 
 
Table 15 shows the three main sources of income that POs receive: trust funds, other and government 
grants. These three sources correspond to 62% of the total income POs receive. The third sector has 
previously been characterised as relying on government funding. For the POs that participated in this 
project, government funding was in third place among the three main sources of PO income, an 
important finding in terms of public perceptions of the sector’s income and composition. However, 16 
organisations reported a single source of income providing 70% or more of their overall income, arguably 
suggesting high dependence on the primary funding source. Within these 16 organisations, government 
funds were the second highest source of income, rather than the third. Further information about 
government funding was sought in the second phase of the research. 
Table 15. Income source of the 22 POs that support capacity building 
INCOME SOURCE % OF POS’ INCOME 
PER SOURCE 
NO. OF POS WITH A SINGLE SOURCE PROVIDING 
70% OR MORE OF THEIR TOTAL INCOME 
Trust fund  24 5 
Other  21 2 
Government  17 3 
Commercial  15 3 
Estate, bequest, will 9 2 
Individual 8 1 
Corporate 5 – 
Not-for-profit 1 – 
Total 100% 16 
 
The question on defining capacity building was open-ended and had a wide variety of responses. Table 
16 shows the inclusion of various capacity-building levels within the definitions provided by each 
organisation. 
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Table 16. Survey data – Definitions of capacity building by philanthropic organisations 
PO DEFINITION 
PO1 … is a testamentary Trust distributing between $4–5m p.a. Capacity building is 
one of the Trust’s five key funding objectives. 
PO2 Capacity building is defined as contributing to organisational or personal 
development. 
PO3 Encouraging members to advocate and own issues 
PO4 Capacity building is encouraged/assisted within our organisation through the 
granting of funds to assist those in need. 
PO5 Increasing the resources of an NFP 
PO6 Capacity building is demonstrated by the focus on strategic growth in line 
with our vision and mission, which focuses on predominantly enhancing the arts culture in a regional setting, 
specifically supporting emerging artists, therefore increasing their capacity to make a difference in their own 
careers and the wider arts community. Capacity building is defined for our organisation as our ability to 
increasingly make meaningful changes via many avenues in an arts-focused way, being mindful of community 
engagement 
and collaboration as essential sources of growth and development. 
PO7 Capacity building relates to our organisation’s ability to deliver its mission 
effectively now and in the future; investing in the effectiveness and future sustainability of our organisation. 
PO8 Providing support for organisations to become self-sufficient and self- 
sustaining 
PO9 Strengthening an organisation to help it do what it does better 
PO10 Helping an organisation to grow its organisational capacity to operate, typically in areas such as strategic 
planning, governance, fundraising and 
outcome measurement. 
PO11 Improving the skills of people in the organisation, the mix of people, the 
governance, the culture and the networks 
PO12 Financial, systems and staff capacity 
PO13 Building the resources of an organisation, whether physical or mental (e.g. human resources) to further enhance 
its ability to deliver its services. We also fund equipment and this can be considered as capacity building if it 
enables the organisation to deliver its services better. 
PO14 The sole purpose of [our organisation] is to aid and assist the organisations 
we serve to grow and develop their ministries. 
PO15 Providing support to an organisation for setting up their governance, for employing workers, and for training 
staff. Ensuring that an organisation is is well run, has skilled staff, and has the capacity to carry out long-term 
projects. 
PO16 Creating or enhancing the ability of the organisation to achieve its purposes 
PO17 Growing the ability of community foundations in all elements of their operations through the provision of 
resources, knowledge, networking and 
advocacy 
PO18 Capacity building is about the capacity of staff – developing their skills and abilities. It is also about the capacity of 
the organisation’s infrastructure and 
its systems to achieve greater efficiency and effectiveness. 
PO19 We do not formalise the term ‘capacity building’; however, we have a focus 
on supporting young NFP organisations for a minimum of 3 years to ensure their sustainability. 
PO20 Staff and resources needed to drive our organisation forward 
PO21 Whilst not defined, it is understood to broadly be about investing in an 
organisation’s capability to deliver its mission and it can take many different forms. It can be both financial and 
non-financial. 
PO22 Partnerships to grow 
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Table 17 shows how the data was analysed for specific keywords and terms that fell into the four levels 
of capacity building as defined earlier: individual, group, organisational and inter-organisational 
capacities. 
Table 17. Survey data – Analysis of levels of capacity 
INDIVIDUAL GROUP ORGANISATIONAL INTER- 
ORGANISATIONAL 
Personal Financial Organisational Networks 
Knowledge Members Strategic planning Advocacy 
Skills of people The mix of people Governance Partnerships 
 Physical or mental 
resources (e.g. human 
resources) 
Outcomes 
measurement 
Community 
engagement 
 Equipment Systems  
 Infrastructure Sustainability  
 Staff capacity Fundraising  
 Training staff The culture  
 Staff and resources   
 
Group level capacities were the most common, followed by organisational level capacities and then 
inter-organisational level capacities. Individual level capacities were the least mentioned. This indicates 
that the language POs used when defining capacity building mention group capacities and organisational 
capacities as the main capacity-building focus. Capacity-building practices have previously focused on 
individual capacities, but this is not the case for the POs that participated in this project. Eight out of the 
22 POs provided a definition that did not mention a specific level of capacity to be strengthened. They 
stated that the assistance they provide is towards the improvement of NFPs. Their ultimate goals were 
stated without specifying the capacities that needed to be strengthened to achieve them. 
The focus on group and organisational capacities has implications. These capacities affect the people 
working within the organisation, but their overall intentions are different. Group capacities are focused 
on the beneficiaries, while organisational capacities are focused on the organisation as an institution. 
The focus on group capacities is aligned with current donors’ preferences to fund programs and projects, 
as mentioned in the previous literature review. Organisational capacities are related to what donors do 
not prefer to fund, which are overhead expenses or non-program expenses.  
It seems that defining overhead expenses as capacity building has changed the image that donors have 
about these expenses, which are needed for the functioning of the organisation. These expenses are 
non-programmatic and not directly spent on the beneficiaries. They are mainly associated with 
administrative and fundraising expenses (Chikoto & Neely, 2014; GuideStar & Alliance, n.d.). 
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Additionally, these expenses include other type of investments that NFPs incur to improve their jobs, 
such as training, planning, evaluation, internal systems, fundraising, infrastructure, institutional culture 
and policies, among others (De Vita & Fleming, 2001; GuideStar & Alliance, n.d.). These factors are 
further discussed in the findings about the second phase and will be referred only as overheads. 
But what the data seems to indicate is that the interconnection between the elements of capacity 
building, the holistic approach, is problematic from the point of view of donors. This may reflect 
neoliberal tendencies to want to see an outcome from investment without seeing the necessity to build 
sustainability into the organisations as a whole.  
Capacity building seems to be more prevalent in large and young organisations, where the support is 
focused on group and organisational capacities. However, this data should be approached with some 
caution given the small sample size. The small size made sampling for phase 2 more difficult, as 
mentioned previously. However, it is to the interview data in phase 2 that I now turn. 
5.2 Findings of Phase 2. Semi-structured interviews 
This section covers the analysis of the semi-structured interviews. It is divided into two parts, both of 
which use the six essential criteria outlined in Chapter 3 to analyse and interpret the data: context; 
current capacities; inputs; stakeholders; monitoring and evaluation; and goals and milestones. The first 
section covers POs’ practices when supporting NFPs’ capacity building. The second section covers POs’ 
implementation of capacity building internally. 
In what follows, data from PO organisations is identified as ‘PO’ with an identifiable numeric suffix for 
each organisation. Peak bodies are similarly represented with the initials ‘PB’.  
Among the POs interviewed, seven of the interviewees were at CEO level and two at executive manager 
level. All participants had wide experience within the third sector. Three of them had business 
backgrounds before their current role; however, they had been part of the sector through being involved 
in their local community and as board and committee members of NFPs. Other interviewees who had 
worked within the sector had professional experience in different roles that were not related to the 
grant-making side. This had given them a good understanding of both sides (donor and donee), which 
gave them a broad outlook and understanding of both POs’ and NFPs’ needs. As per the peak bodies, 
both of the people participating in this project had relevant experience in both research and policy. 
In what follows, analysis of the data is supplemented by a short discussion to identify key themes 
contemporaneously with their consideration, placing findings alongside relevant preliminary discussion 
and recommendations. This approach was chosen given that each of the six areas represents a discrete 
dimension of capacity building. It then leaves a global consideration of the field to the discussion chapter 
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to follow. 
5.2.1 POs’ practices supporting NFPs’ capacity building 
Criterion 1. Assess the context to review the strategy 
There is little information in the interview data that indicates POs consider ‘context’ in deciding which 
capacities to support. Category analysis of the interview data suggests that participants have alternate 
mechanisms to determine what to support. In exploring and assessing the POs’ practices, the data 
yielded five main categories: NFP selection; level of capacity building; decision about capacities to be 
developed; diverse definitions; and capacity-building support. 
POs tend to define the causes that they support, whether specific or broad. They have selection criteria 
as a strategy for providing funding. There are POs that have grant application rounds, while others search 
for organisations they can support. The levels of capacity they support are at the group and 
organisational levels, something that was also recognised by the peak bodies, a point which confirms the 
survey findings. Most POs leave NFPs to decide the capacities they want to develop, while some have 
predetermined capacities to support. It is also clear that there is variety in the understanding of capacity 
building itself. Finally, there is a low level of support for capacity building from POs — an element also 
acknowledged by the peak bodies. 
The data indicates that POs have a significant degree of control in providing capacity-building funding. 
This is because POs decide what to fund. This place POs in charge of the agenda for change to a significant 
degree.  
NFP selection 
This produced a range of responses. Some POs felt a degree of free choice. 
PO1: We can support anything – we’re not tax driven … I get a budget and we support any 
area where our passion lays. 
These could be issues close to the family or funders, geographical areas identified as vulnerable or merely 
elements of their interest that they chose to support or be involved in. 
PO2: So it’s really about who we want to work with, what’s interesting for us, so we do a lot 
of work in the Indigenous communities. 
Other POs based their support on the personal interests or the perceptions of their funding bodies about 
the elements of an organisation or community that needed support. They were directed by the funders 
or family members that constituted the PO. 
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PO6: so being a testamentary trust, we’re very much governed by the terms of the will and 
so we have very specific restrictions that we work within. 
There were POs that mentioned certain elements of the context or broader elements that guided their 
support. This does not indicate that the interest of the funders was not present, but indicates the 
consideration of external information to further narrow down their chosen areas of support. Other types 
of external information mentioned as driving forces behind their choices were Maslow’s hierarchy of 
needs and the UN MDG in helping to select the causes that they support. There were other 
considerations such as the variety of projects that they supported, highlighting cultural elements and 
social and development issues relevant to each geographical area in which an NFP they supported was 
located. Having specific causes and selection criteria assisted POs in selecting projects that were more in 
line with what they prefer to fund and the priorities that they have set.  
Even organisations that supported various causes mentioned that they focused their support on certain 
causes or topics. Having specific causes or topics to support was considered important, as these 
organisations used these to focus, specialise and gain more knowledge about the social issues involved. 
Having a specific cause assisted POs to improve their work, as they received fewer applications unrelated 
to their causes and the quality of applications was higher and more focused. With fewer irrelevant 
applications, they had more time to spend reviewing relevant applications and doing due diligence about 
the NFPs that applied. They also had a higher approval rate, as the applications they received were of a 
higher quality. 
Both of these factors helped POs become more focused, allowing them to create better partnerships 
with NFPs. The focus criteria also included mechanisms that increased the transparency and objectivity 
in their grant-making: 
PO6: we can work and we can engage to a greater level with the grant-seekers and undertake 
better due diligence, look for partnerships and really focus … [The criteria have] enabled us 
to really sharpen our focus and actually makes it really easy for both grant-seekers but also 
for us because, depending on the strength of the match, it’s either recommended or not 
recommended for funding, so the key is to be transparent and it’s very important and the 
decisions that we make create an equal playing field and make the decision-making more 
objective. 
Ordinarily NFPs requested grants from POs. However, some POs did not receive grant applications or 
had a mixed approach of receiving grant applications and actively seeking which NFPs to support. Those 
organisations that sought out NFPs to support based their identification of organisations on their own 
research and selected those that they considered suitable to receive their support: 
PO1: I go out and find organisations that fit our criteria, so we don’t ask for submissions, we 
identify a number of organisations that we think we might support and then invite them in to 
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meet the family members and they just talk about their organisation … It’s really about our 
passion and where our goals area and, if the organisation fits our goals, then we go with them. 
PO2: People can’t just make an application for a grant. We only provide grants or work with 
communities that we have an existing relationship with. 
The search for NFPs generated assessments where POs generally relied on the relationship with the 
people within the NFP. This is also true for POs that received grant applications. However, there was a 
preference for finding NFPs that fit their cause. This is because NFPs faced high employee turnover. 
Therefore, people and organisations might be perceived to have less relevance and there was more value 
placed on the cause that the organisation pursued instead. The NFP cause had to be closely aligned with 
the PO’s causes and goals, rather than relying on relationships with people who might not be there for 
the long run: 
PO1: Because organisations come and go, the staff come and go, the CEO goes, it’s really 
about what we like to achieve. 
Levels of capacity building 
Analysing the definitions provided in the online survey shows that the POs mentioned mainly group and 
organisational level capacities. The interviews confirm that those elements were the focus of POs when 
supporting capacities.  
There were cases where more than one level of capacity was supported, such as the following quote 
where the PO claimed to support both group and organisational capacities: 
PO3: they can ask for the nets or the cameras or the volunteer time. They can also get capacity 
management for their group. They can hire consultants to train their volunteers. They can 
buy equipment for their office, they can pay for their own staff time. Anything that increases 
the capacity of the organisation to achieve the outcomes. 
In the interview data, POs that did not mention any specific level of capacity in their definitions as well 
as those that did mention a level of capacity claimed to support any element that the NFP needed. 
Importantly, capacity building was more often than not embedded in general project and program grant-
making, so they were able to fund different elements that the NFP needed for capacity building: 
PO9: It’s embedded with our grant-making, it’s not a separate program … they don’t have to 
be standalone projects or programs with start and finish dates, we’re quite comfortable with 
investing in the organisation. 
In this way, capacity building was not seen as independent of project or program interests.  
The levels of capacity supported are relevant because they show how broadly capacity building can play 
out in practice. Arguably this is so wide that it may reduce the identifiable outcomes of capacity building 
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itself. In this event, capacity building is so broad a concept that it is becoming a word which substitutes 
for overhead expenses, an area funders are not comfortable funding. 
PO4: what happens with some of the earlier, more traditional, well-meaning giving that 
focused on traditional charity, they said “we don’t fund salaries, we don’t fund core causes. 
We’ll pay for the picnic or we’ll pay for the bus.” 
I used to do workshops with not-for-profits on how to apply for funding and I used to say to 
them, don’t talk about core cost and project cost, don’t create that division … which means 
that the not-for-profits have to educate the grant-makers. 
Now having said that, I think there are now a lot of grant-makers who don’t even think about 
it. The only problem is when the grant-seeker puts it in and says, do you fund salaries? And 
that takes people back to the old thinking. 
Therefore, there was this approach from those POs that did not specify a level of capacity and instead 
funded whatever the NFP needed. Those things may be elements previously considered as not worthy 
of funds, but this does not necessarily mean they were supporting capacity building. This approach lacks 
any systematic way to achieve sustainable results through identified capacity-building practices. The 
support of random and various elements of the organisation might make it difficult to demonstrate the 
results generated by focused capacity building built on a holistic model which recognises 
interdependencies in creating a successful approach, rather than filling the gaps claimed by NFPs. 
The peak bodies had broad experience with NFPs throughout Australia and their opinions regarding what 
capacities need to be developed within the sector can assist in identifying the elements that need 
support. The peak bodies’ participants had differing views to the POs in relation to which of the four 
levels should be the main area supported in the third sector in Australia. One peak body participant 
suggested group-level capacities and individual-level capacities as the levels needing support. The other 
peak body participant suggested organisational-level and group-level capacities: 
PB1: In the not-for-profit sector, I think there’s always a need to access to physical 
infrastructure, but also things such as staff development and training. I think that those sort 
of things don’t tend to be as highly invested as they should be. 
PB2: The main – it’s definitely governance, it’s an important one, having a strong and robust 
governance framework, attracting the right staff and keeping them, I guess, so the turnover 
of volunteers as well. 
There were different points of view offered by the peak bodies regarding the capacities that should be 
developed. This might be due to the variety within, and the size of, the third sector in Australia. This is 
relevant in providing capacity building according to each organisation’s needs. 
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Decision on capacities to be developed 
Most POs relied on NFPs to decide what capacities to develop. This allowed NFPs to generate appropriate 
capacities for development, thus increasing the chance of success. POs should assess these according to 
the context; however, assessment in context was scarcely present. 
There were, however, a minority of POs that decided which capacities NFPs should improve. These 
decisions were based on an informal assessment of the NFP’s current capacities. For example, POs might 
suggest the capacities to be developed because the PO is part of the NFP and knows which areas the NFP 
needs to strengthen. Another reason is the POs have gained knowledge of the NFPs they support. POs 
offer grants focused on covering the needs they have perceived in the NFPs they fund. Then, rather than 
the PO assessing the current needs of the NFP, the NFP’s needs are matched to what the PO offers. 
POs’ experience and assessment through engagement with NFPs (e.g. on the NFP board or management 
groups) gave them deep knowledge. Further knowledge of sector priorities, trends and causes drawn 
from forums they organised dictated the type of NFPs and capacities they supported: 
PO7: we do an annual survey on [the NFPs] and it’s a whole array of statistical questions that 
we ask. We’re trying to repeat that annually, so we are able to identify trends in the 
movement. We also, through the interview process, we get to know, we know our [NFPs] 
pretty intimately now, we know where they are failing, where they are succeeding, where 
those needs are. 
The forums gather together different leaders of the NFPs they support. In those forums, they have an 
expert speaking on good practices and everyone has the chance to share their own practices. The expert 
gives feedback to the PO about where they identify key areas for capacity building in the sector. This PO 
stated that it received general feedback that helped it to improve the social purpose it pursued. Although 
no information was elicited from the NFPs attending the forum, the approach allowed this PO to 
understand the overall needs of the organisations it might potentially support. 
Diverse definitions 
In addition to the issues mentioned, and as the literature suggests, there is a lack of a unified definition 
of capacity building. The POs interviewed presented different definitions, as shown in the findings of the 
survey. This was reiterated in the interview phase as one concern that POs had when supporting capacity 
building: 
PO5: [Capacity building] is one of those things that people define any way they like and people 
will have a completely different view to the one I do, to the way we define it, so it’s quite 
difficult to pin down. 
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Capacity-building support 
The two Australian peak bodies interviewed for this project identified a lack of support for capacity 
building. This is similar to what was found in the literature regarding the increased interest in capacity 
building, but the lack of funding available to support its growth and implementation. Financial support 
for programs and projects dominated the PO–NFP relationship, with capacity building assumed and 
unspecified. 
PB1: There has been a tendency in the past, a very strong tendency to just focus on funding 
programs, so it give the not-for-profit funding because they want them to help people … 
that’s important obviously because we want to help people but without effective 
organisations that are helping them, then you are not helping the people. 
Summary and preliminary discussion: Lack of context in capacity-building support 
The analysis has shown that, despite prompting in the interviews, POs pay very little or no attention to 
the wider context in deciding which capacities to support. It may be that they are sufficiently immersed 
in the field to assume they remain up to date. However, many seem to rely on issues which are more a 
reflection of their own interests than of wider sector needs. Overall, POs decide what to support through 
funding according to their own perceptions and interests. Some POs respond to specific geographical or 
perceived community needs, while others are bound by funding restrictions outlined in a will or 
predetermined guidelines. 
In place of context, many POs define specific causes to support and have selection criteria for choosing 
grant recipients. These elements have the purpose of increasing their transparency and objectivity, 
improving the grant application assessment and gaining more knowledge about specific social issues. 
However, as mentioned previously, the decision to fund certain elements or NFPs over others often relies 
on family and funders of the PO. Therefore, when POs analyse the context to select the capacities that 
NFPs need, they could provide them with more evidence-based analysis about the drivers for change in 
the sector as a whole and contemporary social issues too. 
Without analysing the context, POs may be supporting unnecessary capacities that lack relevance or 
alignment in achieving the NFPs’ mission. This means that there is no consideration of how the 
development of certain capacities will benefit the end user and the impact that the development of 
those capacities might generate. Therefore, the lack of focus on the wider context demonstrates that 
POs and NFPs should find a common understanding of the capacities needed in the wider context of the 
sector and social issues. 
The definitions provided in the online survey show an interest in supporting group-level capacities in the 
first place, followed closely by organisational-level capacities. Group-level capacities are those that have 
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an impact on the ultimate beneficiary. Therefore, the focus on group-level capacities shows that donors 
still have a preference to fund elements close to programs and projects. When supporting organisational-
level capacities, it is important to avoid misrepresentation of POs’ support of overhead expenses as 
capacity building. The lack of clear capacity-building objectives when supporting organisational-level 
capacities might make it difficult to guarantee or demonstrate capacity-building effectiveness, and 
donors might be reluctant to fund these types of expenses again. 
The two peak bodies had different opinions about the capacities that should be developed and that are 
being developed. This might be due to the variety of NFPs in the third sector and the different needs that 
each organisation has. Future research could be informative about the variety of capacities needed 
within the third sector as a whole and the areas needed to tackle contextual social issues too. 
Therefore, the development of a specific level of capacity must be guided by the need identified in 
context. This would provide a system that supports POs in their decision-making when providing funds 
for capacity building by taking contextual factors into account. 
The interviews were consistent with the literature that mentioned the lack of a unified definition of 
capacity building. This generates concern for POs when supporting capacity building. The data shows 
that support is generally broad, without specific objectives to tackle in relation to capacity building. 
Therefore, a more systematic way of focusing on developing one level of capacity and assessing the levels 
below and above is something that might facilitate their assessment of outcomes. In addition, NFPs 
should be able to suggest the capacities to be developed and the POs should assess whether these 
correspond with the mission of the NFP. 
Finally, it is important to mention that the support of capacity building is low, as mentioned by the peak 
bodies and found in the literature. These results are limited by the low response rate to the online survey. 
However, it is important that POs consider capacity building as an alternative or a different or 
complementary approach to their grant-making, as further discussed below. 
It will be remembered from the systems theory presented in Chapter 3, that it was essential to address 
each of the six criteria in order to accomplish capacity building successfully. The data showed that 
assessing the context was only partially covered when POs considered cultural elements relevant to 
geographical areas or when they included other frameworks that are systemic, such as Maslow’s 
hierarchy of needs and the UN MDG. 
Criterion 2. Assess current capacities 
As mentioned, the capacities supported were found not to be driven by the context to any great degree. 
The elements funded could be so broad that POs ended up supporting NFPs’ expenses without a specific 
79 
 
alignment, purpose or identification of the capacities being built. This could create difficulties, as 
assessing current capacities may become more of an overall evaluation of the organisation and not an 
evaluation of the specific capacities needed to enable the development of the capacities that meet POs’ 
funding. POs had different mechanisms to assess capacities instead. These included being in a decision-
making role within the NFPs they supported (e.g. board member), establishing predetermined capacities 
or identifying multi-level support. These mechanisms are discussed as follows. 
The data for the second criterion, ‘assess current capacities’, yielded five main categories: grant 
application; POs within NFPs; non-formal assessments; multi-level support; and pre-setting capacities. 
They will be described below.  
Grant application 
Different mechanisms were found for assessing NFPs’ current capacities. The interview data suggests the 
main mechanism that POs were found to use when assessing current capacities is the use of grant 
applications. The principal focus for POs was the NFP’s financial health, followed by its identified area of 
intervention. This assessment had different variables depending on the PO’s interests. POs examined 
factors such as the NFP’s age, the size of grant required and the risks. Therefore, if the NFP was young 
the requirements might be less, and if the grant was large the scrutiny increased. This is because POs 
considered that young organisations had fewer elements or evidence to provide about their 
intervention: 
PO6: in our application forms … you can see that when considering a grant application we 
look into the financial position of the organisation, the number of staff, volunteers, 
volunteering hours, the track record; we look at the financial statements, so we really 
undertake a very, very thorough scrutiny of the capacity of the organisation to deliver the 
project that they want to do. 
PO9: We do [assess current capacities] as part of the enquiry process and then a due diligence 
process when we research the applications, so it’s very different if it’s a brand-new starter … 
how we would talk to them about things, compared to if it’s a very established organisation, 
the sort of things that you’ve be seeking to invest in, so it’s case by case. 
PO2: We have a process of due diligence process … for anyone that we work with and if it’s 
only something like a small nimble grant, [the process] would just be very quick and mostly 
around the capacity to manage their finance and achieve what they want to do. The more 
money we’re giving, the longer term the relationship and the more complex things are. 
POs within NFPs 
Among the POs that did not have grant application processes, they nevertheless assessed the NFP’s 
capacities based on financial information and other performance elements. But there is a distinct 
difference between the POs that accepted grant applications and those that did not in the data. POs that 
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did not receive applications had members of the PO involved within the organisation, usually as part of 
the NFP’s board or in another decision-making role. The knowledge they had, given these roles, was 
perceived by participants to furnish them with knowledge of the NFP’s capacities: 
PO1: we actually get involved, we go and listen to talks and identify people within the 
organisation … if it’s a large grant we check financials, who’s on the board. But it’s not really 
scientific, it’s really about our passion and where our goals are, and if the organisation fits 
our goals, then we go with them. 
Non-formal assessments 
POs might rely on the NFP’s statement about the current level of capacities and their capacity needs. 
POs seemed to take this on trust and did not mention conducting further assessment about what the 
NFP stated: 
PO5: We ask organisations to tell us where their needs are and how they’ve come to those 
needs. 
Multi-level support 
Multi-level support was also reported by one participant. Once again, no formal assessment of the 
current capacities were made independent of NFP statements of the multiple needs. However, this might 
indicate POs’ awareness that multi-level support may be necessary to develop a capacity fully: 
PO6: It all depends on the project, so we fund on different levels and it totally depends on a 
project … for example, for the project maybe they’re looking for a three-year funding which 
includes development of the database, plus upskilling – and that’s fine. 
Pre-setting capacities 
One PO stated that, for a certain type of grant towards capacity building, it decided the capacities that 
were needed. This way, it could assess that the organisation was appropriately positioned to receive the 
grant for an identified capacity: 
PO3: that [grant] does have a strategic overview and we’ve done strategic planning on it. We 
develop a checklist of requirements that [NFPs] have to have … There’s nothing like ensuring 
that the group has good governance, ensuring there’s always a paid worker, they have to 
have Indigenous input, they have to have as many stakeholders as possible [among others]. 
Summary and preliminary discussion: Limited assessment of current capacities 
In general, POs have an assessment of current capacities based on their grant applications. The 
assessment varies according to certain characteristics; for example, the age of the NFP, amount of the 
grant and the trust built over the years. POs that do not receive applications tend to conduct their own 
assessments or are more likely to have an established role within the NFP. POs’ independent assessment 
of the NFP capacity they claim is required is not used. Most importantly, POs did not mention that the 
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assessment is used to set the baseline against which they compare the NFP’s improvement or change 
after capacity building is completed. 
One of the POs interviewed presented a different approach for assessing current capacities. This PO 
predetermined the capacities that the NFP required to access its grant for capacity building. This 
approach is a mechanism that shows a thorough knowledge of the current capacities that NFPs have, in 
order to receive targeted support. The use of predetermined capacities requires a clear understanding 
of the capacities that enable the development of an additional capacity. Therefore, analysing current 
capacities will determine if there is a need for enabling other capacities and what multi-level support is 
needed when adopting a holistic model. 
The repeated finding emerging is that there is little understanding of the ways capacity building has 
organisational impacts given, as in Parsons’ systems theory reviewed in Chapter 2, assumptions that 
capacities are a connected and boundaried set of interdependencies. An identified area of funding may 
require more systematic attention to the effect on the rest of the organisation and sustainability will be 
reliant upon such changes. If these related changes are not funded too, it therefore reduces the 
likelihood of success. These facts do not square well with what seems to be happening among most of 
the PO participants. 
In the systems theory presented in Chapters 3, assessing current capacities was an important area to 
address in order to achieve capacity building. The study data showed that POs considered current 
capacities only partially. POs are likely to visit NFPs to understand their current capacities or, 
alternatively, to know them well through sitting as NFP Board members.  
Criterion 3. Inputs for the capacity-building response 
The data yielded three main categories for this criterion: financial and in-kind inputs; external input 
providers; and integration elements.  
For the POs interviewed, the grant itself was an input, and for one PO in the sample it was the only input 
provided. The rest of the POs provided different types of additional in-kind support. There was a low rate 
of use of external providers. It is important to note that peak bodies are among the resources available 
to provide inputs towards improving capacities. Finally, there were elements that allowed the integration 
of capacity building, such as leadership, incentives and long-term support. The POs interviewed tended 
to support capacity building for the long term. However, this long-term commitment sometimes lacked 
guidelines as to how to end the commitment. These elements are further discussed below. 
Financial and in-kind inputs 
There was a very low indication that POs provided inputs according to the capacities that the NFPs 
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needed to develop. The main component that all the POs identified as an input is their grants. One PO 
stated that it was only a provider of funds for capacity building: 
PO5: We don’t provide any capacity building services, we make a grant to enable an 
organisation to undertake the capacity-building activities… we’re a grant-making 
organisation, so we make a grant to support capacity building. 
This emphasises the findings of the last section even more vividly. It exemplifies that grants may have a 
different scope than capacity building per se. There were those POs that had grants for capacity building 
embedded in their normal grant application processes, which meant that NFPs could apply for funding 
for a specific project and include in the application the elements of the project that they said contributed 
towards developing capacity building: 
PO3: we have two quite separate programs, under a [name of program] they’re more than 
welcome to factor that [capacity building] in the budget … anything that increases the 
capacity of the organisation. 
There were other POs that had specific separate grants for capacity building. There were cases where 
POs had predetermined conditions to award grants intended for capacity building. Other POs had specific 
grants that supported specified capacities. The PO would visit the NFP and assess it, and use the 
assessment to offer selected grants that could develop what it found as weak or necessary. Another 
approach was that POs had predetermined conditions that NFPs must meet as a way of ensuring that 
the NFPs had the current capacities that would enable them to use the grant for capacity building. 
Some POs stated that they were willing and able to increase funding if the NFP was not achieving what 
it was intending. These POs saw the struggles of the NFPs as an opportunity for more support that they 
could provide, and did not penalise the NFPs by reducing their support. Instead, the POs saw this as an 
opportunity to provide more funds so the NFPs could achieve their objectives: 
PO3: because you can see they’re struggling around here, it gives me a way to then ask the 
trustees for more money for that particular [NFP]. 
PO1: if they can’t do it because they don’t have the personnel or the capacity, then we’ll give 
them more to make sure that it’s done. 
PO2: if they’re struggling, then we should be getting more involved to build more capacity, 
rather than say we’re not going to fund you. 
Other POs mentioned their interest in having a different type of grant to reduce the decision-making 
time frame in emergency situations. The purpose was to introduce a quick response for small grants. 
These proposed grants usually had the purpose of supporting the financial capacity of the NFP. 
Additionally, POs stated that, with their grants, they funded projects that otherwise would not receive 
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funding from other sources, such as government. These POs funded pilot projects and new organisations 
that usually did not have proven histories of their efficacy: 
PO6: so [we are] less risk averse than government, we’re in a position to fund pilot projects 
which then lead to prove a concept which the organisation can then take to government. 
PO9: you know, you’re supporting a start-up and you accept the risk that you take in terms 
of what you’re doing. But in that case, you might only fund for one year or two years and see 
how they go and having a continued relationship after that. 
There were POs that provided various types of in-kind support for capacity building. The in-kind support 
built on the experience that POs had developed through the years of working with NFPs. These types of 
support did not necessarily match up with each NFP’s capacity-building need. POs provided in-kind 
support that helped to improve the NFPs in certain areas. However, the support was given to all of them 
without any structure or systematisation according to the NFP’s identified lack of capacity. For example, 
if grant applications were not awarded with funding, POs tended to assist with the filling in of 
applications for future grant calls. This type of support was not linked to an assessment of the capacities 
that the NFP needed to strengthen. 
Therefore, the POs’ grant-making process itself became a way of improving the capacities of the NFPs. 
These POs considered their application and reporting processes as a means of improving the manner in 
which NFPs communicated their goals and aims. If NFPs were able to improve their writing skills, they 
would increase the likelihood of successful applications with different funders: 
PO6: in fact the act of completing one of our application forms is almost a teaching tool for 
an organisation that may be less sophisticated and so the discipline of completing the form 
would actually help them … for example they need to be very crystal clear in what they say 
and how they say it, and that’s training. I mean, if they want to apply for a major government 
grant, to anyone, to their own donors, they need to be able to articulate their case for support 
and so we actually see that as a tool for them to get better. 
PO8: during the application process we spend time communicating with both the recipients 
and the other applicants who are unsuccessful, because we see our role partly as helping 
them, educating them, developing their capacity. 
PO4: [our reporting process] is capacity building, I get everyone who we’re funding in the 
room together … each person needs to be able to tell, in a very short amount of time, who 
they are, what their organisation does, what they’re funded for, what the challenges are and 
what the highlights are. 
POs suggested they provided varied elements that guided NFPs abilities to gain capacities. These 
elements were not attached to grants. They were based on the time and experience that POs devoted 
to NFPs: 
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PO8: sometimes we might communicate back and forth to refine them … for many of the 
organisations that apply for us to grants, this way of thinking is a totally new concept, so they 
have to be educated in that process. But we’ve got some of them now, for example, we’ve 
helped a number of them to establish base lines so we get figures now from projects. 
PO7: we go in then and aid them in developing strategy and one of the key things is, why do 
you exist? You know, before we can even write a strategy, what’s your purpose, why do you 
exist? Surprisingly a lot of them can’t even answer that basic question. 
There were POs that were part of the NFP in some capacity, such as being on their governing bodies, and 
so provided advice through this mechanism, while others provided training or filled in staffing gaps until 
someone appropriate could take over that activity. This was a more active and engaged collaborative 
approach than the other approaches described in the data: 
PO7: part of our role is, we actually teach the [NFP] how to use QuickBooks, how to set 
themselves up through the entire regulatory process. Often the [NFP’s] plan [is that] I’ll do it 
all until someone in that [NFP] has got the competency to take it over from me. I don’t want 
to do it long term, I do it as a short-term thing, until someone can take that from me in time. 
Some POs provided support through network alliances, funding events support, social media advertising, 
advocacy support, as referees and in forums with leaders. POs had members of their organisation within 
the NFP and that was also a mechanism to provide advice or business expertise in situations where they 
were active in the NFP itself. This type of support increased depending on the length of the project and 
the amount of funding given: 
PO1: I’ve got onto the Board, I’m now the chairman of [name of NFP supported]. All our 
experience, business experience, comes with it, not just with me, the whole family. New 
members are coming on board which have a new business experience and network. 
PO2: We do a lot of promotion of the organisations we work with on social media and going 
out and listening to what they’re needing or looking for and going out to events, meeting with 
other philanthropic organisations, finding the people that they need and matching them up. 
The variety of ways to provide support were therefore diverse. Some examples are when POs had a 
model in place such as a ‘backbone organisation’ where it functioned as a partnership coordinator. Some 
of the duties of such backbone organisations were planning, providing support, grants, expertise and 
links across NFPs. Another example is when POs wanted to increase visits to NFPs, to better understand 
the needs of the NFP and improve their knowledge about the causes they supported. 
Once again, there are a range of differing types of engagement through which in-kind support was 
offered and yet again seemingly not by adopting a capacity-building framework.  
External input providers 
POs rarely seemed to consider external providers such as academia or consultants as a means of 
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supporting capacity building. When consultant firms were considered, the NFP often had the 
responsibility to identify and select them. On some occasions, the PO might review a proposal to employ 
a consultant, if the consultant proposed had expertise. Sometimes the PO would suggest which 
consultants to employ. The concept of employing consultants or outside providers only arose when the 
POs believed that they did not have enough expertise to assist the NFP or made an assessment that the 
NFP did not have enough capacity to develop by themselves: 
PO6: we didn’t tell the organisation what they should do, but they came in for a conversation 
and asked our advice and we would say, “it’s fundamentally, you’re not ready to go to a 
project. You actually need professional help in developing a business plan. You know, you can 
consider, x, y or z”, and they go and do their research and come back to us and apply for a 
grant to undertake that. 
PO7: we do now and then [work with outside providers] obviously, where we lack expertise 
to deliver support, we definitely will call in organisations that have that level of expertise. 
The peak bodies interviewed mentioned that hiring consultant firms occurred more frequently nowadays 
and that the consultants were more experienced about the third sector than they used to be. However, 
the cost of hiring them limited their availability for certain NFPs: 
PB1: There are also more and more organisations, sort of consulting organisations, who focus 
on the not-for-profit sector and if they’re [POs] trying to sort of change the way they do 
something, examine how they can be more effective, there are those organisations they can 
work with them. Obviously [it] requires money, but there are more of those and they have 
more expertise now than they might have had ten or fifteen years ago. 
There was no information about how much of the work was conducted by consultancy firms. If they did 
too much, it would generate a very low contribution towards building the capacities of the NFP. It is 
important that NFPs learn to develop their own capacities. Leaving all the work to a consultancy firm 
without mechanisms where the NFPs can take part in the process and develop their learning, documents 
and so on would end up with the NFPs further dependent on outside providers. Therefore, it is important 
to identify when it would be most beneficial for NFPs to consider external providers and how these 
external providers could contribute to NFPs’ capacity building, rather than replacing it.  
Peak body organisations are important actors within the third sector. They are important providers of 
resources to support capacity building. They considered that part of their role to strengthen the third 
sector could be achieved via the development of capacity building itself: 
PB2: our general objective … it is about helping the sector to be strong, so we want charities 
to be strong, independent entities that can carry out their purposes as efficiently and 
effectively as possible. So capacity building, I suppose, would be building up the ability to be 
able to do that. 
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PB1: our whole mission as an organisation effectively is to build the capacity of the 
philanthropic sector of trusts and foundations and individuals and corporates to give so that 
they can be empowered and supported to be better at their philanthropy. 
They had a variety of resources that NFPs and POs could use to develop different levels of capacity. The 
strategies they followed varied, but coincided with providing knowledge to the organisations within the 
third sector. 
Peak bodies have different areas of focus. One area mentioned was data provisioning to assist 
organisations to make informed decisions and be more effective. The production of data about the third 
sector was important to generate information useful for decision-making and reporting on the value of 
the third sector: 
PB2: Our strategic plan is divided into three areas: The first one is to provide tailor-made, 
timely, accurate and accessible education and advice services, so that’s our call centre, also 
the tools and resources in our website. The second part is the analysing and reporting on 
charity data that’s to help them to make good decisions. The third one is to develop good 
technology so that people at the charities that are transacting with us can do it easily and 
efficiently. 
Another focus identified by peak body participants was building knowledge and expertise. For this they 
provided opportunities for networking and workshops: 
PB1: We support capacity building within the [voluntary] sector in a variety of ways, so 
through a lot of the activities we do connecting and convening, networks, professional 
development, conferences, those sorts of things. It’s all about building the knowledge and 
expertise of the philanthropic sector which, it’s essentially the capacity to understand new 
trends, share knowledge with others so they can understand them. So we certainly contribute 
to capacity building of the philanthropic sector. 
Integration elements 
Capacity building focuses on change, so for this to happen there must be some elements in place that 
contribute to integrating and consolidating the capacity building over time. Some elements supporting 
capacity building are leadership, incentives and an environment that embraces change. 
However, consideration of those elements was very scarce. The only element identified by participants 
was leadership support through a specific grant. The purpose of this support was that the NFPs 
supported could achieve their goal and financial sustainability: 
PO7: one of the things is, we might identify they need a leader to drive the growth of this 
[NFP] and manage it a little bit more effectively. We have a grant for that … [our financial] 
contribution will decline and the expectation is that the [NFP’s] contribution will increase, 
and that’s on the basis we funded this, and therefore this leader should be able to grow the 
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[NFP]. By growing the [NFP] the [finances] will increase, so they can take a bigger share of the 
cost of this[NFP]. 
It was also found that most of the POs that supported capacity building did it for the long term. There 
were some cases where the support was for a medium-length term that could be from two to five years; 
however, this could be extended. Such long-term support was more likely where POs had support for 
capacity building embedded in their general grant-making agreements. Other long-term support was 
influenced by the development of longer term relationships between POs and NFPs.  
Only one small PO (annual revenue less than $250,000) provided support for the short term. This 
organisation mentioned that it did not have the financial stability to ensure a grant for a longer period 
than a year. However, it showed its desire to increase its stability and ability to provide long- term grants 
in the future. 
Also important is when POs chose to stop funding NFP capacity building. Participants identified the 
dominant reason to end funding as being lack of funds, rather than NFPs not achieving capacity-building 
objectives. However, there were POs that stopped funding due to a petition by their board or family 
members. There were no specific reasons stated as to why these members decided to close off some 
grants. The decision to choose which NFP was left to the CEO. No specific decision-making structures or 
criteria were mentioned when deciding which NFP would not receive ongoing funding. 
Certain POs mentioned that they had processes in place. There was the approach of giving up to three 
years’ notification to the NFPs. Another PO stated that it offered NFPs options as to how the resource 
withdrawal would be undertaken. Here the organisation had options to plan and prepare and decide the 
best way to receive the remaining funds. Finally, another approach was a decreasing grant that had, from 
the beginning, the time frame established in supporting the organisation. Therefore, the resources 
decreased over time with the expectation that, with the capacities supported, the NFP would be able to 
compensate for the progressive reduction in resources. Some of the POs that stopped funding certain 
NFPs kept their grants open, so NFPs that required specific support in the future were eligible to reapply. 
Summary and preliminary discussion: Low level of POs’ input according to NFPs’ capacity-building need 
The kind of input that POs have to offer is of great relevance, as they can contribute greatly to how 
efficient NFPs can be in capacity building. POs’ inputs help improve accountability, the utilisation of 
outside providers and the conditions for consolidating capacity building by offering the long-term 
support needed to develop capacity. As mentioned previously, assessing the context and the current 
capacities of NFPs can only help POs learn more about what additional supports are needed to fund and 
increase their effectiveness in achieving identified capacities. 
The financial and in-kind support that POs provide does not follow NFP assessments. NFPs tend to ask 
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for funding for capacity building that has not being identified as a keystone to achieve their objectives. 
Therefore, the POs provide funding for general elements that, in the end, contribute to the functioning 
of the NFPs but not specifically to the development of capacities. The uncertainty about what capacities 
are critical to effective performance makes it difficult to identify the inputs that NFPs actually need. 
However, despite POs not providing inputs according to the NFP’s capacity-building need, their input is 
still necessary and helpful. The principal input that all the POs mentioned was their grants. Grants can 
be used in different ways to support capacity building. Additionally, it is important to note that some 
POs take risks when supporting new NFPs or projects that other donors might not be able to support due 
to a lack of evidence about their effectiveness. 
The provision of funding is also a mechanism to back up NFPs struggling to achieve their intended goals. 
This is largely given as an extra grant to support NFPs to overcome their problems. However, it would be 
valuable to know whether these troubles could have been prevented by selecting capacities according 
to context and according to the current capacities of the NFP. Therefore, if more support is needed, it 
should be to grow capacities, not as a stopgap measure or band-aid solution for the NFP’s troubles. In 
doing so, the allocation of funds could be more effective and increase the value of the PO’s ‘investment’. 
This way, POs can support the areas in which NFPs have failed, instead of continuing support for 
capacities they cannot achieve. 
In addition, for the purpose of a more systematic approach to capacity-building grants, it is important to 
separate the grants for capacity building from those for programs and projects. This would create more 
clarity about the changes expected when supporting certain capacities. 
In spite of POs not having specific responses for each NFP’s need, some of them have a variety of inputs 
from which NFPs can benefit and develop different capacities, independent of funding. These inputs are 
in-kind support where the POs provide their experience or resources. For instance, one PO has a focus 
on partnerships and follows the model of a ‘backbone organisation’ in which it coordinates partnerships 
for the NFP. Nonetheless, the inputs are mainly related to improving the financial capacity of the NFPs. 
Using external providers is rare. POs rarely consider using or providing access to external providers for 
NFPs. Consultants can offer advice or review expectations, but it is uncommon for POs or NFPs to use 
them and there is no evidence of any particular reason for this suggested by the POs. However, one peak 
body interviewee mentioned that hiring consultancy firms is costly for some organisations. It is important 
to acknowledge that support from external providers might generate dependence if these providers do 
not include capacity building in their processes. Therefore, it is important that there are certain 
mechanisms in place to ensure that the use of external consultants results in capacities being built within 
the NFPs. 
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There was little consideration given to the conditions needed to consolidate capacity building, such as 
leadership, incentives and an environment conducive to change. The sole element mentioned was 
leadership. POs can facilitate or provide these elements, or at least assess whether the NFPs are taking 
such factors into account. 
Finally, a willingness to provide long-term support features in most POs’ approaches. This commitment 
is needed to achieve sustainable change for capacity building. However, this long-term commitment 
sometimes becomes troublesome if decisions about funding are solely arbitrated by the availability of 
funds. It could be suggested that POs should provide grants for capacity building and stop funding where 
outcomes are not achieved. This approach would provide them with much needed guidelines and 
standards to decide on and set clear targets for NFPs. 
Additionally, if this long-term support depends on the high annual revenues that POs have, the long- 
term support for capacity building might be affected. The online survey for this project shows that the 
majority of POs supporting capacity building are large. However, as mentioned in the findings of the 
survey phase, more than 70% of POs in Victoria are small. A larger research sample could indicate 
whether there is a relationship between income and capacity-building support. This is relevant because 
there is a low level of support for capacity building in Australia, something that the peak bodies 
interviewed in this project also agreed on. 
The systems theory presented in Chapter 3, mentioned that POs’ inputs for the capacity-building were 
critical accomplishing capacity building. The data showed that this was partially covered. POs provided 
long-term support; some focused on the importance of leadership; or when POs implemented innovative 
support models such being a backbone organisation.  
Criterion 4. Identify and engage stakeholders 
The three categories that this criterion yielded are: articulation of efforts; government as a stakeholder; 
and accountability. There were two types of stakeholders identified by POs: external and internal. The 
internal stakeholders were those within the PO, such as board members, committee members, family 
members, employees and volunteers. The external stakeholders were those outside the PO but having 
a close relationship with them, such as the NFPs and their services users; and those that support their 
jobs, such as donors, other POs or funding partners, and academics. 
However, some participants identified only one type of stakeholder: those that had the decision-making 
power within their organisation. This is important, as a lack of stakeholder diversity reduces the 
contribution of those with whom POs should collaborate and to whom they should be accountable. 
Trust shows up again, for this criterion as a necessary attribute for relationship building. When 
considering stakeholders, trust is very relevant; this is even more evident in the relationships that POs 
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form with NFPs. It was also found that government is an important stakeholder that has influenced 
systems of accountability and the diversity of support.  
Only six organisations identified whether they identified and engaged internal and external stakeholders. 
Half of this group identified and involved both. However, much more was said about the processes 
involved in articulating their efforts, in relation to the place of government and their perceptions of 
accountability. These are considered below. 
Articulation of efforts 
The highest number of respondents identified trust as a key quality that freed NFPs to achieve the 
outcomes they desired. This relates to an earlier finding that the greater the engagement of POs within 
NFPs, the more they confirmed trust. NFP reports on their own might not be as credible and could be 
self-promoting, so a close relationship was important in this respect. 
PO4: if we don’t trust them, we shouldn’t fund them, and if we have to go through all these 
bits of papers and do all that, for me it’s micromanaging, and the way the family works, it’s 
not like that. If I can’t shake your hand, if that’s not enough, I don’t want to do business with 
you. So you’ve got to learn how to be in relationships with grantees. 
While other POs identified collaboration among stakeholders as vital, it was found to be the ‘exception 
and not the rule’ and several reasons were given for this: partnership complications; collaboration being 
time-consuming; lack of organisation; and not having the same values or ways of working. Previous 
findings on the lack of definitions of capacity building and that such action was hidden in programs also 
meant there was seldom a focus with stakeholders on capacity building itself: 
PO1: We work in partnership with many different foundations. I’m not sure if they discuss 
capacity building, I mean, from our point of view capacity building for organisations, it’s to 
see if they can fulfil their mission. 
PO1: We work in partnership with many different foundations. I’m not sure if they discuss 
capacity building, I mean, from our point of view capacity building for organisations, it’s to 
see if they can fulfil their mission. 
However, when collaboration happened it could be to leverage certain services that the POs could not 
provide because they lacked resources, expertise or capacity to tackle the complexity of social issues. It 
was mentioned that, despite not having explicit partnerships, POs leveraged some services to avoid 
‘reinventing the wheel’ and for reductions in waste, exhaustion and ineffectiveness that some 
organisations might face when trying to provide more than their resources would allow. 
Another element mentioned by the POs interviewed regarding collaboration is what occurred when they 
worked with other POs or funding partners, such as when government leveraged funding. One 
organisation mentioned that finding other types of funders that had more knowledge, due diligence and 
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relationship building in a certain location was a key part of its stakeholder identification and support 
towards capacity building. There were some POs that claimed to meet with other POs to share 
experiences, practices and knowledge. In addition, one PO mentioned working with another PO to 
improve its reporting mechanisms. These collaborations among grant-makers might improve the 
effectiveness of their practices, which has important repercussions for NFPs by either improving on 
grant-making support or removing unnecessary pressure from NFPs. 
There were some POs that encouraged NFPs to work with other stakeholders. Some saw this as 
important because social issues are broad and complex, and resources are limited: 
PO6: The problems are far too big and the funding that we provide is a drop in the ocean … 
we all have to work smarter, and the collaboration and partnership is another one of our key 
objectives. And so in terms of how we work as well, we’re always looking for collaborating 
partners. 
Other POs felt that there were too many NFPs doing similar work and that a coordination of their work 
was needed to close the gaps that existed: 
PO1: There’s too many charities out there, doing amazing work, but there’s duplication ... 
there’s too many gaps and too many charities doing similar work. There needs to be a bit 
more of coordination. 
There was an approach where POs provided a space where different NFPs could get together and in 
those sessions some NFPs engineered alliances by themselves. The PO might not intend that the NFPs 
they supported worked collaboratively; however, providing networking space contributed to the 
generation of collaborations among NFPs. 
When developing a ‘backbone organisation’, POs tended to coordinate collaboration. 
PO2: [in collaborations] we realise that there were a lot of steps around management that 
had to be dealt with … we spent a lot of time and money getting all the position descriptions 
systems and IT, everything organised so they could function. Then we do an MOU 
[memorandum of understanding] on the roles and responsibilities, where we’re heading, and 
what strategies and tactics we’re going to put in place, and then monitor that. And then it’s 
around promotion, networking, linking … always networking these organisations with our 
collaboration partners. 
Government as a stakeholder 
POs did not generally state that the government was a stakeholder. For that reason, POs were 
questioned about their relationship with government. This is relevant to the third sector in Australia, 
which has a history of great dependence on government funding, as previously mentioned. The online 
survey shows that, for the 22 POs that support capacity building, 17% of their income comes from 
government funding, while 3 have more than 70% of their income supplied by government. The presence 
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of the government as a funding source is something to be considered in future research. It would be 
interesting to know if there is a level of influence exercised by the government on these POs through 
that funding.  
The views on government were wide-ranging. Some stated their preference for not receiving funding 
from government in order to keep their independence: 
PO9: No, we wouldn’t seek to [get support from the government]. What we want is an 
enabling environment that makes it easy for us to give, but not any direct financial support. 
It would be inappropriate for us, because we are independent and independently funded. 
When POs were asked about considering the government a stakeholder, their first response was that 
they did not consider the government a stakeholder because it did not provide funding to them, whereas 
some other participants elaborated on where the government was considered a stakeholder. This was 
usually mentioned when discussing that the government granted them tax exemptions and refunds, and 
the different government agencies to whom they had legal obligations. The other element mentioned 
was in considering the government as a potential future funding partner. 
There were POs that had partnered funds with government: 
PO3: We don’t get money from the government but we can give money to the government, 
so a government agency can apply for our grants and we can issue grants to government 
agencies, often when they’re working in partnership with [the NFPs we support]. We don’t 
have money from them, but we can give money to them. 
A minority of POs felt government could support systematic change: 
PO6: We are very mindful of government policy in helping us to determine potential for 
government picking up programs and initiatives that commit to systematic change. 
In yet another view, government was considered a partner with the purpose of improving current 
government practices with effective models or projects: 
PO3: [A government agency is] partnering with us and potentially using our model when they 
fund projects, so we’re sort of offering our facilitating services … our role in the partnership 
would be to facilitate capacity building in [certain] groups on behalf of government. 
Some POs suggested that government should pick up some of the initiatives and social issues that POs 
and NFPs supported: 
PO4: government has taxed people and you [the government] have responsibility to spend 
money for the taxpayers and for the vulnerable in society. It’s not a spontaneous or 
discretionary choice … you’ve [the government] got a duty to do that, and if you’re not doing 
that, don’t look at us for our money, because it’s different dollars. 
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PO1: there’s a lot of work that the government should be picking up. Charities are struggling 
to fill these gaps, there’s too many gaps. 
However, the POs interviewed often felt that they supported issues different from those that the 
government would fund or those that the government was not able to provide for: 
PO4: [PO’s money] this is different dollars, government has tax people and they have 
responsibility to spend money for the taxpayers and for the vulnerable in society. It’s not a 
spontaneous or discretionary choice, they’ve got a duty to do that, and if they’re not doing 
that don’t look at us [POs] for our money because it’s different dollars. 
PO5: Philanthropy does what government doesn’t. 
PO6: we don’t see ourselves as backfilling government, but on the contrary being fully 
independent. 
POs had little consideration for the idea that government could assist them. Among the POs interviewed, 
only one mentioned that philanthropic legislation and regulation were areas that government policy 
should improve: 
PO4: some of the governance, legal frameworks that exist around philanthropy now, they 
need to be looked at and cleaned out. It’s an absolute obstacle course compared to other 
countries. It’s very complicated with overlays. I think it actually confuses people who want to 
give and creates barriers for people so, rather than government being a partner in how we 
deliver services, it’s how can government open up the legislation and regulation to ensure 
that people can give easily and well, so more and better philanthropy can be promoted. 
Because if you give someone encouragement to be generous and they kind of walk around in 
this maze of confusing legal structures and regulations, it just kills generosity. 
Even more, the government’s intentions to support POs were considered a “seasonal interest” and 
mainly to obtain resources from them to achieve the government’s agenda: 
PO4: I think the government is an interesting one, it depends, it’s a seasonal interest … I’ve 
been part of conferences and summits where government will say we want to work with 
philanthropy, and mostly what they mean is “we want to help you work out where to put 
your money because we think our ideas need your money”. 
Accountability 
The identification of stakeholders by some POs indicated those to whom they felt accountable, and this 
is important in the Australian context. One PO participant mentioned they considered that they were 
accountable only to family members. While eight POs mentioned NFPs as their stakeholders, only two 
mentioned that they should be accountable to them. The mechanism for this accountability was through 
annual reports and the POs even stated that these were open to whoever wanted to access them. This 
would challenge the privacy of many NFPs that characterise the Victorian context, as discussed in 
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Chapter 2 earlier. 
Summary and preliminary discussion: Low use of identified stakeholders 
POs have a clear and broad identification of stakeholders. However, the inclusion of capacity building in 
their general grants makes it difficult to clearly identify stakeholders that could be of assistance when 
developing a certain capacity. This is because general grants do not state targeted capacities; they are 
used for program and project purposes, and not to build specific capacities. Therefore, with a general 
grant where POs support NFPs’ capacities, this general support of capacities without a specific alignment 
gives them the impression of all working towards the same purpose, but instead they are supporting the 
general functioning of the NFPs. 
Although it is true that NFPs include in their general grant funding a section for capacity building, the 
support provided, without a specific target, does not assist the effective use of stakeholders towards 
improving the results and the resource allocation for capacity building within NFPs. More clarity on target 
capacities might assist and contribute to increasing the development of certain capacities that made the 
organisations sustainable and produce better user outcomes. 
Identifying stakeholders is also key for accountability. POs in Australia have maintained close control 
over their funding, making their work private and less accountable. However, as has been argued in the 
literature, the fact that they are deducting taxes out of their donations creates accountability and is a 
way of showcasing transparency and their contribution to society. 
Another relevant element in the Australian context is the dependence that the third sector has had on 
government funding. Through this funding, the government can dictate the priorities and the causes 
identified as worthy of tax exemptions, and this represents a limitation on a democratic society, as noted 
in Chapter 2. Therefore, future research could consider the level of influence that the government 
exercises over POs that do receive funding from them. In addition, when partnering funding with 
government, how many of these partnerships are driven by the interests and causes supported by POs 
themselves, as opposed to be driven by the governmental agenda? This would be of interest to know. 
POs participating in the interview phase of the study expressed a preference to be dissociated from the 
government and what it does. There is a certain discomfort in the relationship with the government 
regarding its “seasonal interest” and low response towards picking up some issues supported by the 
third sector. 
Yet the government, through its different entities, is primarily regarded more as a stakeholder for the 
purposes of tax exemption benefits and accountability. Therefore, there is little acknowledgement of the 
areas where the government could support POs. Two POs offered the opinion that government should 
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incentivise philanthropy by reducing legislation and regulation, one of these going on to assert that 
government should generate an enabling environment to support donations. Some POs have identified 
areas where the government can improve on or generate new policies that create systematic change. 
This is important, since the philanthropic sector is an agent of influence and change. It is important for 
governments, POs and NFPs to have a relationship or conversation about addressing social issues. This 
may not exclude even the for-profit sector, which POs and NFPs might consider part of the answer to 
achieving sustainable change. 
Current practices to articulate sector focus and outcomes with other stakeholders tend to be sporadic 
and informal, and this decreases the potential of the sector to engage different stakeholders. Therefore, 
the coordination of stakeholders is unusual and can be complex, time-consuming and complicated by 
the inability to find partners with the same values, ways of working and objectives. When other 
stakeholders are considered, it is to leverage diverse services or resources. One PO managed to 
institutionalise these relationships through a ‘backbone collaborative’ approach. This mechanism seeks 
to overcome the barriers faced in collaboration. 
However, relationships are very important for POs. Some mentioned that it is useful to be close to other 
POs and that this peer proximity is an alternative way for them to share practices and improve their 
grant-making. This is crucial to supporting NFPs and letting them use the money as they prefer. There is 
also trust about the capacities that NFPs have, to know the causes they support and the outcomes they 
intend to achieve. 
Finally, the identification of stakeholders is important in determining who POs should be accountable to. 
The main entity is government and the main reason for this is tax deductibility. The second stakeholder 
is POs’ boards and family members. However, as mentioned previously, their ‘investment’ is of interest 
not only because they get tax benefits, but also because they have the potential to influence which 
projects do and do not get funding. The diversity of their support for diverse involvement increases 
democracy and ensures a balance of interests drawn from differing perspectives and positions.  
As it was mentioned in the systems theory section from Chapter 3, ‘identifying and engaging’ 
stakeholders was needed to achieve capacity building. The data showed that this was covered partially 
and involved leveraging of resources from other organisations; employing backbone models for 
collaboration; and through networking opportunities that resulted in sharing experiences, practices and 
knowledge.  
Criterion 5. Agree on the milestones and outcomes 
The interview data points to one main category for this criterion: defining milestones and outcomes. 
There were several mechanisms that POs followed to define those elements. The POs interviewed 
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expressed that it was very important not to be prescriptive and most of them left decisions about the 
milestones and outcomes to the NFPs. They also left the decision of which capacities to develop to the 
NFPs. This is another element in which POs trusted NFPs and some mentioned that it was due to their 
own lack of expertise. Finally, although POs left these decisions to NFPs, ultimately it was the POs that, 
through their grants, determined what was acceptable. These elements are further discussed below. 
Defining milestones and outcomes 
One of the approaches to determining milestones and goals consisted of leaving the decision to the NFP; 
however, the PO assisted with refining them, as some NFPs tended to be ambiguous about these 
elements: 
PO8: They’re established by them [milestones and outcomes]. Sometimes we might 
communicate back and forth to refine them so they’re actually major goals, attainable goals, 
rather than what we would call “wishy washy statements”. 
Leaving the decision to the NFPs was, for POs, a way of building relationships and trust. Therefore, the 
trust POs provided to NFPs gave them the freedom to apply the funding and evaluate as the NFP 
suggested: 
PO4: we say to them, what is it that you think we need to give you money for? So we ask the 
not- for-profits to guide our money … when we give money to an organisation, we say: what 
are your priorities? How do you want to spend this? 
PO5: In an application, we ask organisations to articulate what are the outcomes they’re 
looking for, what the need is, what are they going to do to address that and what are the 
results and changes they’re hoping to get from that. We don’t determine their outcomes; 
they determine the outcomes that they’re looking for, the changes they are going to make to 
the organisation. 
However, other POs left the decision to the NFPs because they considered themselves lacking the 
specialist skills to be able to prescribe what NFPs should do. While it is important to respect NFPs’ 
autonomy, it is also important that POs acknowledge their own strengths and the capacity that they have 
to assist NFPs with defining their milestones and goals: 
PO4: we don’t impose ideas on what we think [the NFPs] should do, because we’re not 
specialists, we’ve just got the money, we haven’t got the analysis. So we rely on our funding 
partners to advise us and they still have to tell us where they’re spending the money on, but 
we listen and respond to whether they want the money to go and let them lead. 
When the decision was left solely to the NFPs without consideration of other stakeholders as the 
previous criterion suggested, milestones and outcomes might be lacking important elements and lose 
sight of improving outcomes for the end users. 
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There are different levels of expertise that POs might have according to the length of time they have 
been operating. For the POs interviewed, their years of experience varied from 8 to 83. Some had 
developed a high degree of knowledge about the causes they supported and the outcomes that NFPs 
might produce. The intrinsic knowledge gained from reviewing proposals assisted them in deciding 
whether to grant or refuse funding according to the outcomes NFPs had stated. Therefore, despite not 
dictating what outcomes the NFPs must achieve, POs defined what they considered to be acceptable and 
unacceptable outcomes by granting or refusing to make donations according to what NFPs stated in their 
applications: 
PO5: we wouldn’t fund it [an application with outcomes too ambitious or lacking ambition]. 
It’s a competitive process and we look for the ones that are the most clearly articulated, that 
have realistic time frames and budgets, and realistic outcomes. So if there’s an organisation 
proposing unrealistic outcomes in an unrealistic time frame, that’s not going to be successful 
compared to the one that does. 
PO6: we’ll discuss them [milestones and outcomes] with them, but ultimately it’s their 
business and it’s the case for support. Not everyone that puts in an application for a capacity-
building grant will get one. It needs to be realistic and achievable, and we have exceptionally 
good, insightful staff. 
Another approach had a more participatory method for defining milestones and goals with NFPs and 
other stakeholders such as the interested community. The PO held a workshop where it also established 
the mechanisms to follow in case milestones and outcomes needed to be changed: 
PO2: [Milestones and outcomes are defined] at the very beginning, workshopping it and 
making a decision about what those goals and outcomes are, and having a process in place if 
we want to change them, not bureaucratically, but getting really clear about what we’re all 
trying to achieve and how we’re going to measure it. 
There were NFPs that sought advice from POs in advance of setting their outcomes, then adjusting their 
applications to what the POs might support. There were also workshops available to improve the NFPs’ 
understanding of philanthropy. It would be worthwhile considering both perspectives to avoid power 
imbalances where NFPs adjusted their applications to meet what the donor wanted to hear or neglected 
their own interests. One PO commented about this element, where in a session about some British 
research the speaker mentioned this need to please donors: 
PO4: a woman from Britain was talking to us about research she had been doing in Britain 
and she quoted one of the people she interviewed saying, “people who work in trusts and 
foundations have never had a bad lunch or a genuine compliment”. 
Therefore, as suggested earlier, it is important that both parties consider the context in order to support 
the ultimate user. It is important that POs and NFPs work together and that the voices of different 
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stakeholders are shared. This way, different experiences and knowledge can provide a better position in 
setting milestones and outcomes, without direct or indirect imposition from stakeholders who might 
otherwise be in a position of power. 
Summary and preliminary discussion: Low agreement on milestones and outcomes 
Generally, the data has found that POs do not often use milestones and outcomes to monitor capacity 
building, leaving these largely to the NFPs themselves. Very few decide which milestones and outcomes 
should be achieved, while others assist NFPs in refining them. Only one uses a mechanism to work with 
the NFPs and community to decide on the milestones and outcomes to be achieved and what to do in 
case these need to be changed. 
Leaving the decision completely in the hands of NFPs indicates that their autonomy is respected by the 
POs. Restricting the directions that NFPs should follow impacts on the effectiveness of capacity building 
because it reduces their decision-making capacity and autonomy. The acknowledgement by certain POs 
about their lack of capacity and experience, and the reliance they have on NFPs to set milestones and 
goals, is a valuable insight; however, POs should also identify and share the experience they have 
acquired over time to better assist the setting of clear and achievable milestones and goals. The strengths 
of all stakeholders should be considered in order to identify those milestones which target the capacity 
that is to be developed. 
Finally, both NFPs and POs bring experience and expertise to the process of identifying which goals and 
milestones are important. But this should also include the final beneficiaries and the context. This 
common objective is what needs to remain in the minds of all the stakeholders involved. With this 
consideration, the pressure that NFPs have to adjust themselves to what certain POs seek or want to 
achieve becomes irrelevant. The beneficiaries’ need should guide NFPs’ requests for the building of 
specific capacities; that way the capacities identified do not affect only them, but also contribute to 
directly to social change. 
The systems theory presented in Chapter 3, showed that ‘agreeing on the milestones and outcomes’ was 
essential to the effects of capacity-building. The data showed that this was only partially undertaken 
when POs adopted a participatory approach with grant applicants. But this was not undertaken by all 
POs as a matter of course.   
Criterion 6. Monitoring and evaluation 
In exploring the data concerning this criterion, the data yielded two categories: assessing milestones and 
outcomes; and conditions placed on funds. There is a strong need for monitoring processes to allow 
proper tracking of performance and implementation, which can help identify any necessary changes and 
adjustments along the way. Evaluations assess whether changes are occurring within the NFPs. In 
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addition, the evaluation mechanisms should be easy to carry out, to avoid an additional burden of work 
and having systems competing with NFPs’ current evaluation mechanisms. Finally, the evaluation 
outcomes should not have strings attached so as to avoid NFPs misrepresenting the outcomes achieved. 
The POs interviewed had very few monitoring and evaluation processes in place. However, there were 
different mechanisms to assess NFPs that are described below. As mentioned, capacity building was 
embedded in their general grants, so there were different processes that POs conducted to assess the 
performance of NFPs. The outcomes tended to be more general and not closely related to the mission 
of the NFP they supported. The lack of evaluation also meant fewer conditions being placed on funding. 
Finally, trust came as a very important element for this criterion, where POs relied more on trust as a 
mechanisms to avoid reporting, and reduced in that way some financial and time costs for NFPs. These 
elements are discussed below. 
Assessing milestones and outcomes 
There were some POs that did not conduct any type of evaluation and different reasons were given for 
this. It was mentioned that, when a PO worked closely with and within the NFP, there was less need to 
undertake an evaluation because this was considered an additional burden and a waste of money. Both 
would know what was happening through their mutual interaction. 
PO1: We’re in the organisation, we don’t ask for anything formal. We don’t want to put any 
more additional burden on the organisations. It’s a trust ... it’s all about relationships ... if we 
feel they’re not achieving the desired impact, we know. 
Trust once again played a role and only very few considered the possibility of misreporting by some NFPs. 
Efficiency given limited resources militated against separate formal evaluation too – simple checks on 
whether the funds were used in the way the program grant was agreed were often sufficient. Two POs 
that had implemented different types of reporting requirements both reported being overwhelmed and 
that the NFPs were overwhelmed too. Various POs considered their evaluation mechanisms a parallel 
assessment designed by them, separate to NFPs’ mechanisms and focused upon reporting NFPs’ grant 
expenditure. Very few included outcomes achieved. 
The main mechanism considered by several POs to monitor and evaluate NFPs was the reporting 
framework. The embeddedness of capacity building within the overall grant-making led to reporting of 
the general NFP outcomes. This meant that there was no independent tracking of the outcomes 
attributed to the development of capacities. If capacity building is the aim, it is vital that this is measured. 
One organisation implemented innovative reporting where NFPs presented the progress of their work in 
a meeting. The PO made sure to generate a safe space for sharing information with peers, so as to 
encourage reporting things that worked or did not work. This was crucial for the organisation, as it 
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created a space free from judgement where everyone could learn from each other while being informed 
about the real outcomes that the NFPs had achieved. Another example is the organisation of forums 
where different leaders were gathered from the organisations supported by the PO. That space 
generated sharing of good practices and was also an opportunity to provide feedback to the supporting 
PO. The PO stated that it received general feedback that could improve the social purpose it was 
pursuing, and not just the initiative. These forums became a mechanism that allowed the PO to deepen 
its understanding of the overall needs of the organisations it supported. 
It was also found that the understanding that POs had about the outcomes achieved by NFPs were 
related to general elements such as the continuing commitment of staff, leveraging of money from 
government, generation of meaningful relationships, maintaining a contemporary response to the social 
issues it served, having an evidence base, having a professional business plan, and increased efficiency 
and effectiveness. 
Conditions on funds 
However, for a few POs the outcomes were the only condition of the funding that NFPs received. This is 
because the majority of the organisations provided grants upfront, and so their only condition was 
regarding proper use of the money and only if they detected that it had not been used for the intended 
purposes did they stop the funding. There were even some POs that provided more funding if they 
noticed the NFP struggling, to make sure that the NFP was able to develop the capacities it needed. 
Summary and preliminary discussion: Low monitoring and evaluation 
The information provided in the interviews suggests few mechanisms are used to monitor and evaluate 
NFPs’ capacity building. Once again capacity building often gets lost in generic contracts. Also, as 
reported before, there seems a significant degree of PO trust of NFPs – it is assumed they know what 
they are doing and so change is best left to them. It is assumed that, if they make claims they are ‘doing 
what the grant says’, then the outcomes, including capacity building, will be positive. The picture 
emerging around capacity building is that it is often hidden and plays second fiddle to wider funding 
interests. The technical elements tied to capacity building and its evaluation are singularly lowkey, 
reflecting both a lack of knowledge and also leaving the building of capacities to chance. 
More focus on monitoring and evaluation would identify whether capacities are improving and how 
those changes occur. Focusing on a specific level of capacity to develop could also assist understanding 
of the outcome expected and better, more targeted monitoring and evaluation. This could also help 
assess whether resources are being wasted or how to use them better to reduce the need to invest more 
funding, since capacity building done well can produce efficiencies over time. 
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The POs seem to be working towards developing better evaluation mechanisms to simplify and avoid 
burdening the NFPs. Some POs are generating an environment report on the real outcomes. This is an 
attempt to change the misreporting or under-reporting that POs have often identified. POs that do place 
conditions relating to outcomes on the funding are more able to provide further financial support to 
NFPs in an evidence-based manner. This is seen by POs as reaffirming their commitment to develop the 
capacities of the NFPs that they support. 
It will be remembered from the systems theory presented in Chapter 3, that ‘monitoring and 
evaluation’ was one integral part of successful capacity building. The data showed that amongst the six 
systems theory criteria for good capacity building that this was the least adopted by POs. 
 
5.3 POs’ internal capacity-building practices 
POs’ capacity-building practices provide evidence of their own lack of certain capacities. These are mainly 
related to their staff qualifications. The need for more capacities is discussed in the following section, 
which presents the six essential criteria in relation to POs’ capacity-building practices within their own 
organisations. 
Knowledge about the internal capacity-building practices of POs is limited. There is more interest and 
information about capacity building for NFPs and those they support than the practices that POs follow 
for themselves. When POs were questioned about their practices, they stated that capacity building was 
not common or properly undertaken within their own organisations: 
PO8: Spasmodically, badly, we don’t do it well. I’d say it’s partly because we’re an all-
volunteer organisation. 
PO9: I think we do less about our own capacity than what we do to other people’s capacity. 
There are some constraints that POs face. POs staff tend to be poorly qualified, limited in number and 
have high turnover. This makes implementation of initiatives such as capacity building difficult. There is 
a significant lack of evaluation, which means that POs attribute their success to the success of the NFP, 
a reflection of their close working relationships. These elements are further discussed as follows. 
5.3.1 POs’ staff 
The data indicates that POs that supported capacity building were more likely to employ people with 
experience of the third sector at higher levels. Further research is needed about the sort of staff POs 
employ in other positions. This is relevant as it has been argued that POs do not tend to hire staff with 
professional backgrounds related to the sector (Meachen, 2010) and this may raise issues about how 
they build their own knowledge and capacities. 
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Some POs commented on their staff qualifications. There were those that mentioned having 
“exceptionally good, insightful staff” while others mentioned having difficulties because their staff were 
volunteers. The main struggle mentioned with volunteer staff was their high turnover and lack of 
professional qualifications. This lack of long-term commitment impacted on the time required to train 
people to fulfil roles that were essential to organisational functioning. It was also mentioned that 
sometimes POs did not have the professionals required for certain roles within the PO and as such were 
themselves lacking capacity. 
The majority of POs reported that they were managed by a single staff member (Meachen, 2010). This 
indicates that at least one person should be knowledgeable about all the different elements required for 
the functioning of the POs. 
[A single staff member] must have basic knowledge of a broad range of topics, including 
community/social needs, government policies and legislation around philanthropy and not- 
for-profit operations. They must also simultaneously be a specialist, expert in their 
foundation’s policies and mission, and in the specific area(s) in which it funds (Meachen, 
2010, p. 3). 
POs managed by one person require a demanding role which can contribute to underperformance. The 
impact that the number of staff and their professional backgrounds might have on developing systematic 
capacity building are elements that could be investigated in future research. But with one member of 
staff, the ability to meet the requirements of a breakthrough model alongside all other roles seems 
unlikely, if not impractical. Once more, the weakness in the Victorian sector has huge implications for 
building strength in the sector. 
5.3.2 Capacity building of POs according to the six essential criteria 
The following analysis discusses the practices that POs provide for themselves according to the six 
essential criteria for developing capacity building: context; current capacities; inputs; stakeholders; 
monitoring and evaluation; and goals and milestones  
Criterion 1. Assess the context to review the strategy 
POs considered the needs of NFPs, which was relevant as they were their primary beneficiaries. 
However, as mentioned, the purpose of considering the context is to direct the development of capacity 
building so as to affect contextual needs. The capacity building that POs applied to themselves was not 
found to systematically consider context in order to assist their beneficiaries. This coincides with the 
opinion of the peak bodies, which commented that POs have awareness of social issues and their work 
is recognised as important to Australian society. However, there is a lack of consideration of current 
issues and a lack of capacity to respond to them strategically: 
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PB1: they [POs] are aware [of social issues] but it is relatively ad hoc, it depends where. But I 
think that largely capacity building is not yet seen as, alright, this is the change that’s 
happening in the disability sector, what’s our capacity-building response? I don’t think it’s 
thought of as strategically as that yet. It’s more about, there’s an organisation there to 
provide a capacity- building grant for them. 
One peak body participant stated that organisational and inter-organisational level capacities are 
currently supported, but very little in terms of individual-level capacities. The inter-organisational level 
capacities were mentioned as some POs build the capacity of networks among organisations. The other 
peak body participant stated that organisational and individual level capacities needed support. 
A peak body interviewee commented on the need for group-level capacities for POs. Another peak body 
interviewee stated that both POs and NFPs need organisational and group level capacities: 
PB1: In the philanthropic sector, physically infrastructure is okay, but trusts and foundations 
don’t tend to spend much on professional development of staff. 
The findings suggest the importance of collaborative working and networking across POs, NFPs and peak 
bodies. Yet, as mentioned previously, systems set up for sharing are often an issue where organisations 
are in competition for funds. 
Criterion 2. Assess current capacities 
POs do not have proper mechanisms to assess their current capacities. The capacities needed are 
determined by the CEO or on an individual basis when there is a single staff member managing the PO. 
There was no indication of the establishment of a baseline against which to compare and measure the 
capacities achieved. Additionally, the knowledge capacities at an individual level are the main elements 
that POs identify and develop. Therefore, the capacities for learning generally do not indicate a 
consideration or a connection with other levels of capacities as presented in Potter and Brough's (2004) 
hierarchy of capacities. Organisations are generally too small to afford such a ‘luxury’.  
Some participants that had business backgrounds had had some sort of previous involvement with the 
third sector. These professionals with experience in different roles reported more impact on improving 
their grant-making practices, the improvement of reporting mechanisms, the lack of imposition on the 
NFPs’ goals, milestones and use of resources, and long-term support: 
PO6: having come from the other side of the funding fence, I seriously believe the questions 
that we ask are questions that any responsible organisation should be able to provide. 
In other words, deep knowledge of the sector seems to play a huge role in managing aspects of their 
own organisation’s capacities. This indicates the importance of training around capacity building, which 
is required to be built as a capacity of the PO itself. Without this knowledge, nothing else around capacity 
104 
 
building, whether internal or external, is likely to ensue. 
Criterion 3. Inputs to the capacity-building response 
POs have some resources available to fulfil their development of capacity. Some of these resources are 
provided by peak bodies within the third sector. However, some POs have budget and time constraints 
that limit their development of capacity. The participants commented that budget limitations reduced 
their options to only those that were free. This increased their reliance on peers and networks as sources 
of knowledge. The offer of free resources matched to the needs of a wide and varied third sector is 
something that can be studied in future research. 
Participants mentioned that peer interaction was valuable for learning around capacity building. They 
mentioned different ways of doing this, such as networking opportunities, discussions at meetings and 
observing other POs’ practices. Other approaches mentioned were: consulting assistance; experts giving 
talks; participating in events; and attending conferences, workshops and seminars. Additionally, they 
mentioned other ways to increase their knowledge, such as researching international practices and 
consulting articles. 
The second strategy mentioned was having proper databases for obtaining information about their 
grant-making. POs managed by one staff member only had limited resources to address the capacities 
they needed. In addition to the tight resources, one PO with one staff member stated that it did not have 
enough time to acquire the training required. 
Some important inputs available for POs are those provided by peak bodies. Two main elements 
mentioned in the interviews related to the provision of data for decision-making and identifying gaps in 
communication. This led to the provision of specialised workshops to improve communication between 
donor and donee: 
PB2: [POs] they’ve got money and need to distribute it. How do you decide where best to 
distribute it? You need to have information and would need strong governance as well to 
make sure the money has been invested well and distributed properly. 
The quote also indicates that capacity building is a smaller part of a wider range of training provided by 
the peak bodies. 
When POs had a number of staff and the CEO determined the capacities to be developed, there was no 
indication of incentives or the development of an enabling environment to enhance the process of 
capacity building. This commitment was lacking, or at least lost among other more pressing priorities, 
from their perspective. With just one staff member, building capacity was focused on their own 
capacities and this seems implicit to their role. But without external support it is hard to see how they 
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could focus in on what they do not know that they do not know. 
The data speaks of a sector struggling against the weight of work, unable to commit time and resources 
to capacity building and having to make harsh decisions about what the priorities are. Without some 
minimum staffing, it seems hard in smaller organisations to see that capacity building will be a priority. 
This further emphasises the role of peaks and networks operating to establish this role. 
Criterion 4. Identify and engage stakeholders 
POs mentioned that the identification of peers and the generation of networking served two purposes. 
The first was to learn about other practices or obtain information. The second was for collaborations, 
although these were not very frequent. The main reasons for collaborating with other POs were either 
partnering funds or working together to improve practices. The latter was less common. 
There was little or no indication of how other stakeholders could support them besides the internal 
stakeholders such as the board, internal staff paid and volunteers. However, it is important to mention 
the role of government. The government was not seen as a source of support and some POs mentioned 
their preference to avoid a close relationship with government in order to maintain their independence. 
However, the intermittent interest that the government has had in the philanthropic sector was 
mentioned. This is an element that POs could use to leverage their position in order to increase 
government support on certain issues needing systematic change. Additionally, some POs stated the 
opportunity that the government had to increase philanthropy.  
Criterion 5. Agree on milestones and goals 
The decision about what capacities to develop varied among POs. In one PO decisions were made by the 
CEO, but for the rest the capacities to develop were proposed by the staff and were about personal 
development. POs with one staff member were solely responsible for identifying their own need for 
capacity building and that of the organisation too: 
PO5: Our CEO does that. We’re a very small organisation, so if there’s a new area that 
someone identified that we need to go into, then the CEO is very clear about whether we 
have those skills or not, and whether we need to develop those particular skills or capacities. 
PO9: On individual staff bases we do, what people think they’d like to be better at or learn 
more about, so that’s on a staff member by staff member basis. Other than that it’s really 
about areas of interest that directly relate to our funding. 
PO3: It’s just me, I’m the only employee … all the grant-making activities that we do, that’s 
all done by myself. I just get professional development as required. 
There were different purposes that POs had when improving their capacities. The main purpose 
mentioned was outward-looking, that is, improving their capacities to identify the capacity needs of the 
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NFPs they supported: 
PO3: I base my professional development, my capacity to deal with these [NFPs] we support, 
through really closely engaging with them and having a better understanding of what their 
needs are and what they’re working on and how they work on it. Then I know what they’ll 
need, and I always know what they’re talking about that way as well. 
The second purpose was improving their grant-making processes to have greater impact. Some of the 
improvements mentioned were regarding the uniformity of processes, the efficiency of their operations 
and the effectiveness of fund allocation: 
PO6: how we improve our skills and how we can extract data, how we can work with the 
sector. At the moment we’re working in terms of what we can do to create uniform 
taxonomy. It’s all about how we can be more effective grant-makers … we’re always looking 
at how we can be absolutely more effective … so we’re continuously looking at ways of 
streamlining our operations. 
Another PO mentioned capacity building as a process to incentivise its staff because of the lack of career 
development within the PO: 
PO9: to provide stimulation, because there’s not career paths within these type of 
organisations, you have to leave, so it’s to create interest and difference. 
Criterion 6. Monitoring and evaluation 
POs tended to perceive their own outcomes and successes according to the outcomes and successes of 
the NFPs that they supported, reinforcing the strong sense of a mutually beneficial, trusting and close 
relationship. Yet the perceptions that POs had of the development of capacity-building outcomes for 
NFPs were different from the outcomes POs achieved when they developed capacity building internally. 
Ironically, when they supported NFPs, they expected that capacity building would improve the overall 
performance of the NFPs. But when POs did capacity building for themselves, the outcomes they 
expected were based on the outcomes of the NFPs. Given previous findings about the ways in which POs 
evaluated NFP capacities, this also seems an odd proposition which could do with more research.  
One PO mentioned having a strategic plan that it reviewed and compared after a certain period to know 
whether it had achieved capacity building. Another mentioned that, when it had more strategic partners 
and better understood the needs of those it supported, it achieved its outcomes. Another PO mentioned 
not having any evaluation of its own outcomes because of its lack of resources. 
Overall, when POs apply capacity building internally or externally, it is with limited understanding. When 
comparing their practices to the essential criteria that characterise the development of systematic and 
sustainable capacity building, POs have diverse and inconsistent approaches.  
Given the diverse, less than systematic approach in relation to each criterion and the lack of evaluation 
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of current practices, the quality of capacity building is suspect. The observations above are based on the 
premises of a model with six essential criteria that constitutes an ideal type, and this approach has its 
limitations. But in giving focus to the exploration of potential gaps, it has produced a vivid picture of POs 
in their capacity-building work. The application of such a model has implications for costs and resourcing. 
But if the sector is serious about a capacity-building approach and about long-term, sustainable change, 
doing capacity building more systematically would improve both the sector and the outcomes for users 
in the years to come. 
5.4 Summary 
This chapter has presented self-reported data in two phases, the first phase from an online survey and 
the second phase from a semi-structured interview. The first dataset yielded 35 responses, from which 
9 respondents participated in the second phase. Two more interviews were conducted with peak bodies 
relevant to the sector. The first phase has provided some demographic elements of the POs that 
practised capacity building. The results show the diversity that existed among these organisations. They 
focused on supporting two main levels of capacity: group and organisational capacities. Importantly, the 
findings show the diversity of capacity-building definitions. 
The second phase has shown that the variety of definitions also implied a variety of capacity-building 
practices. Their own meaningful knowledge led to meaningful actions based on this diverse knowledge. 
The practices implemented in relation to NFPs were different from those that were practised within the 
POs themselves. Overall, there was a lack of systematic implementation of the ideal-type capacity-
building model used in this thesis. This makes difficult the identification of effective capacity-building 
outcomes and practices. 
These findings are integrated and discussed in the following chapter, and a reappraisal is made in relation 
to the contents and key points made in Chapters 2 and 3. The main focus of this discussion is, however, 
the extent to which the research has answered the research questions. The chapter to follow also 
presents the limitations of this study and implications for future research. 
The six essential criteria systems theory analysis was reflected in each of the six sections above. After 
each section it has been shown that each of these criteria was only partially implemented and used by 
POs at best. In the remainder of this chapter some of the wider implications of these findings are 
explored. 
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CHAPTER 6. DISCUSSION 
 
This chapter provides the discussion about POs’ practices in supporting NFPs’ capacity building in 
Victoria. The focus on the POs’ support comes from their proximity to the NFPs and the investment 
approach that philanthropists take when funding NFPs (De Vita & Fleming, 2001; Hay & Muller, 2013; 
Raymond, 2012). As with any other investment, they seek a return in the form of NFPs providing higher 
accountability, performance, transparency and responsibility to those they serve (Leat, 2004b). To 
achieve such purposes, POs consider the support of capacity building as a means to overcome the 
increasing criticism of NFPs’ lack of or weak capacities (Brown, Andersson & Jo, 2016; De Vita & Fleming, 
2001; Light & Hubbard, 2004). Despite this ideal, there are a number of differences found in the data 
from PO participants, which are discussed below that have implications for what capacity building is in 
theory and in practice. Additionally, POs in Victoria that also belong to the third sector face some 
challenges according to the context in which they operate. The discussion will address these issues by 
reviewing the extent to which the research has addressed the research questions. 
6.1 Addressing the research questions 
The following discussion examines and compares the findings presented in Chapter 5 with the literature 
review in Chapters 2 and 3 in particular, in order to describe some of the practices that POs follow to 
support NFPs’ capacity building in Victoria.  
RQ1. What are the levels and the practices of philanthropic organisations in Victoria that support the 
development of not-for-profit organisations’ capacity building? 
This project approach to capacity building is not based on a single capacity-building definition but, rather, 
on different aspects that assist systematisation when supporting capacity-building practices in order to 
achieve change. The approach adopts two aspects drawn from systems theory. The first is four levels of 
capacity systems of: individual, group, organisational and inter-organisational capacities. The second is 
the ‘ideal type’ with six essential criteria, modelling soft systems breakthrough thinking, that summarise 
some practices that the literature suggests as enablers of capacity building and which formed the sub-
sections in the qualitative analysis just presented. 
‘Capacity building’ is a term that, without a specific definition, is intuitively understood. Adopting this 
position in the research allowed an examination of these intuitive understandings. The multitude of 
definitions found among POs in the survey and interviews confirmed this diversity of understandings, 
although all definitions included that capacity building ‘improves NFPs’ performance’. In Chapter 3, the 
literature talked about the purpose and differences that capacity building has in contrast with its 
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predecessors (Australian Volunteers International, 2006; Bolger, 2000; Lusthaus et al., 1999; Whyte, 
2004; Wignaraja, 2009) and several authors suggest frameworks to develop capacity building (FAO, 2012; 
Horton et al., 2003; Lopes & Theisohn, 2013; Otoo et al., 2009; Potter & Brough, 2004; Wignaraja, 2009; 
World Bank, 2005). These differences and frameworks have been considered in this project with the 
purpose of exploring the mechanisms that POs in Victoria follow in their capacity-building efforts with 
NFPs, as well as internally.  
Capacity building should generate change (Australian Volunteers International, 2006; Bolger, 2000; De 
Vita & Fleming, 2001; Wignaraja, 2009). In doing so, capacity building is different from its predecessors 
because it focuses on agency and empowerment: empowerment to gain “power over resources, power 
over relationships, power over information and knowledge and power over decision-making” (Kenny & 
Clarke, 2010, p. 10) and agency to take care of their own affairs as an iterative process in a dynamic world 
(Kenny & Clarke, 2010; Lopes & Theisohn, 2013). 
Capacity building, then, focuses on individuals at different levels, first as themselves, then as part of a 
group, then as part of organisations and lastly as part of a larger context where other organisations exist. 
Each level is influenced by social, political and economic factors. These are the four levels of capacity 
considered in this project, adapted from several authors (James, 2001; Lopes & Theisohn, 2013; Návrat, 
2010; Pact, n.d.; Silva & Boza, 2003; Simister & Smith, 2010; UNDP, 1997; Whyte, 2004). These four levels 
are expected to systematise any capacity-building approach. The purpose is to focus the support on one 
level of capacity as an entry point to the hierarchy of capacities (Potter & Brough, 2004) and then to 
identify the level of capacity required to enable the development of the capacity in question. Where the 
enabling capacities do not exist, the purpose should be to develop them in order to achieve sustainability 
in capacity-building efforts. 
However, it has been found in this research that this approach is not present in the practices of the POs 
that participated in this project. There is not a systematic approach to developing capacities present in 
the POs’ practices when funding NFPs or, indeed, in applying it internally for themselves. It has also been 
found that, out of four areas for capacity building, the principal focus is group capacities. These are most 
often supported as they reflect the support for programs and projects. A second level, of organisational 
capacity building, also features but is limited to supporting overhead expenses under the name of 
capacity building. In terms of these four levels then, it is quite possible that funding for capacity building 
is lost in wider grant requirements. It also means that, since capacities are interdependent, ignoring 
some levels may not achieve the desired outcomes. In both cases, clarity over the funding and evaluation 
is required, but as shown below this seldom transpires in any systematic manner.  
The second interpretive device relied on a comparison with an ideal-type model with six essential 
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criteria: context; current capacities; inputs; stakeholders; monitoring and evaluation; and goals and 
milestones; elements that are considered to foster the development of an ideal capacity-building 
approach. Systematic consideration of the six criteria has not been found to feature in the dialogue of 
any of the POs interviewed, nor even the peak bodies. There are some practices aligned to certain of the 
essential criteria and that contribute to the fostering of capacity building. However, the six criteria drawn 
from the capacity-building literature and that reflect breakthrough thinking, where the purpose is to 
achieve change within NFPs, do not seem to constitute a systematic practice that POs perform when 
funding capacity building. 
A main finding is therefore that capacity building is very ‘hit and miss’. This accords with the intuitive 
definitions found from among POs in both phases of the research. 
For the first criterion where the purpose is identified according to the social issues within the context, 
the findings show that POs are accountable and responsive to the stimulus of the decision-makers of the 
organisation such as boards, committees and family members. However, little is known about whether 
those stimuli are guided by the wider context in which they operate, or merely personal interests. A 
further finding is that they are most likely to fund organisations whose interests are aligned to their own.  
In the interests of transparency, a number of strategies have been found in the data. POs are sometimes 
involved within the NFP, for example as NFP board members. POs also use reporting mechanisms 
predominantly based on trust, where NFPs are given space to express whether the outcomes expected 
are or are not achieved. Finally, as Coyte et al. (2013) point out, POs seek “a heuristic or stable criterion 
to account for or justify their grant allocation decisions in the face of the near impossibility of weighing 
up and ranking the relative merits of competing applications” (p. 412). The stable criteria established by 
the POs are made public by them in an attempt to be more transparent. Additionally, there are some 
POs that get in touch with NFPs via telephone or face to face to discuss the contents of written 
applications (Coyte et al., 2013). When applications are not successful, some POs dedicate time to 
support NFPs and assist the improvement of their applications for future submissions. 
There are then, several mechanisms in play here and many of them point to trust and very close working 
relationships. It may be posited that these relationships are more organic and mutually interdependent. 
Working together to grow seems important and resists the formalising processes of applying a six criteria 
ideal-type category, which might make the relationship one of power and accountability as opposed to 
trust and mutual growth. 
Formal assessment of NFPs’ capacities before offering funding, the second criterion, is also seldom 
undertaken in any systematic way. The trust and close relationships mentioned previously seem to be a 
set of conditions under which PO activities take place. But this also affects the selection of NFPs, as POs 
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do not choose NFPs based on their capacity-building needs but on existing and trusting relationships. In 
a model of formal accountability POs should use certain systematic assessments to evaluate the quality 
and capacities of an organisation. Instead, other factors dictate whether funds are given. Coyte et al. 
(2013) sum up many of the findings of this research, finding the following mechanisms for assessing 
projects for capacity-building funding: “analysis of financial statements; examination of governance 
regimes; history and prior achievements as an indicator of capability and sustainability; and partnerships 
and alliances with other organisations as an indicator of capability to harness the resources necessary to 
‘make a difference’” (p. 407).  
For this project, it has also been found that assessments increase when POs consider providing large 
grants. Baker et al. (2016) also found that the level of due diligence increases with the size of the grant, 
because reporting and evaluation processes require more skills and time. Established NFPs that have 
more years of operation also receive more scrutiny because they are considered to have more 
information to assess and time to respond. In contrast, smaller grants and newer organisations receive 
less scrutiny. However, the current assessments that POs perform on NFPs fail to inform them of which 
capacities are the most important for NFPs to develop. How is it possible to increase any capacities if the 
funding is not directed to a capacity assessed as being in need of development? The answer in Victoria 
seems to be that, through close working relationships, a sense of mutual understanding of priorities and 
focus for change can develop. By working around wider communities and building knowledge together, 
both can learn together and apply best practice based on discussion, negotiation and mutual 
understanding. 
The findings here speak more about an organic relationship built on trust, with responsive POs providing 
grants to NFPs but not for building specific capacities. There is, therefore, a contrast between this organic 
and collaborative model and those seemingly recognised in the literature around formal measures of 
accountability and measurement, including the six criteria model used in this thesis. 
Identifying and engaging stakeholders, criterion three, is a process that very few POs practise. Since POs 
do not assess or necessarily fund changes in specified capacities, they find it hard to direct the inputs 
that will achieve the capacity-building outcome desired. This criterion is the most relevant for POs, as it 
concerns only POs and their capacity to provide inputs to support NFPs’ capacity building. However, they 
do leverage the resources of other organisations and help directly to reduce the burden on NFPs of some 
administrative tasks such as reporting. What has been found is that each PO has its own assessment 
approach, resulting in each PO generating its own type of reporting. This variety can be time-consuming 
and costly for NFPs that need to respond to various regulators and donors (Lister, 1999; Gregory & 
Howard, 2009; McDowell, Li & Smith, 2013).  
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There may be merit to collaboration among POs in this respect. One PO that participated in this project 
mentioned a project where it intended to reduce this reporting by unifying reporting with other POs. 
This practice could significantly contribute to a reduction in the cost and time that NFPs spend reporting. 
It would be important that this initiative was evaluated to learn the effects of any such collaboration. 
Another collaborative practice mentioned by one PO was “collective impact”, where the PO functioned 
as the backbone organisation in charge of coordinating and leveraging resources and capacities in the 
service of the NFPs it supported. The PO did not request written reports to avoid putting an extra burden 
on the NFPs and instead relied on the socialised form of accountability constructed through its 
relationships with the NFPs as the backbone organisation. The PO set up MOUs from the beginning to 
state the elements that each party brought to the collaboration and the outcomes expected. This 
practice is relevant when seeking collaboration within the third sector, which often lacks such 
institutionalisation of relationships. 
Both NFPs and POs have a mutual understanding that formal systems can be onerous, time-consuming 
and costly. As such, mutual support built on trust is an important feature of their aim to produce 
efficiencies. However, a casualty may be the close and formalised practices that are more widely 
experienced in governance arrangements in some other areas of contemporary practice and governance. 
This finding deepens the proposition that there is an organic model in operation within the sector.  
Relating to agreed milestones and goals, the data has shown that several POs leave these decisions about 
what capacities and outcomes to expect to the NFPs. This is aligned with what the criterion suggests 
about NFPs’ autonomy. However, the lack of evaluation of this practice does not allow knowledge of its 
effectiveness. A further remark may be made too: since the funding is often within wider project or 
program funding, and since POs are so unclear about the criteria defining capacity building, there is a 
chance that their responses were more about these projects and programs than about capacity building 
as set out in the ideal-type model in this thesis. For them, capacity building would then be something 
like ‘funding NFPs to do their work better’ or ‘funding NFPs to deliver a project aiming to do a named 
thing’. This would imply that capacity building is very poorly understood across the sector in Victoria and 
a ‘poor cousin’ to ‘project funding’ mechanisms. 
Agreed milestones and goals are an area where POs should display the strength of their capacity-building 
intervention. However, the weaknesses found in the previous criteria do not allow POs’ interventions to 
target certain capacities or to have different approaches according to NFPs’ capacities. POs apply what 
can be called a one-size-fits-all approach. Furthermore, the main problem found is that most POs have 
embedded capacity-building grants within grants for programs and projects. This limits the 
understanding and consequently the results of the capacity-building support, as suggested above.  
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In contrast, there are other elements in this criterion that POs implement; for instance, one PO 
considered the importance of focusing on leadership, while others considered supporting capacity 
building for the long term. In short, the wider notion of capacity building filters into a focus on leadership, 
based on long-term relationships built on trust. Once more, if it is assumed that an organic model is being 
adopted, then this finding does not seem surprising. 
Lastly, the evaluation and monitoring for capacity building show that the embeddedness of capacity 
building in grants for programs and projects does not allow knowing the results of capacity building. 
Additionally, the close alignment that NFPs have with POs’ charters means that the success NFPs achieve 
is often considered by POs as their own success and accomplishment (Coyte et al., 2013; Frumkin, 2008) 
as well as an element of POs’ accountability (Coyte et al., 2013). The two are closely linked in this model. 
This has also been found consistently in the POs that participated in this project. The POs’ approach to 
NFPs’ success can limit the knowledge, understanding and measuring of POs’ inputs regarding their 
grant-making role overall and more precisely when relating to capacity-building interventions. 
RQ2. What influences and limits capacity-building practices in the Australian third sector? 
There are several elements found in the literature to limit the development of capacity building. There 
are three main areas identified: those related to the Australian third sector, those identified in the 
asymmetrical relationship generated between donor and donee, and those elements found in the 
capacity-building concept and implementation.  
The third sector in Australia has long had a financial reliance on government funding (Leat, 2004a; 
Liffman, 2007; Madden & Scaife, 2010; O’Brien, 2008; Scaife, McDonald, Williamson & Mossel, 2015; 
Swain, 1998; Wiepking & Handy, 2015). The dependence that the sector has had on the government and 
the lack of support that the government provides to the sector (Lyons, 1998) have resulted in the 
government often dictating the causes that are worth supporting, with low levels of accountability and 
transparency, and a lack of available data (Flack & Ryan, 2005; Madden, 2006; Madden & Scaife, 2010; 
Cham, 2014; Flatau, Zaretzky, Adams, Horton & Smith, 2015;). 
For the POs that participated in this project and supported capacity building, government funding was 
their third source of funding. However, government funding took second place when considering the 
different sources of income, as for some POs 70% or more of their income came from government 
funding. The low funding diversity of some POs might have important implications for the causes 
supported by POs. POs then should have capacities to leverage government funding; otherwise, they can 
become another source of funding supporting the government’s agenda. However, POs suggested a 
strong preference for being independent in order to support their own agendas or other causes that 
might not receive government funding because they are considered risky or not government 
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responsibility. This is important because a lack of independence from government priorities could 
decrease the pluralism of civil society (Newland, Terrazas & Munster, 2010). 
In the specific case of POs, they have benefited from government tax incentives (Cham, 2010, 2011; 
Coyte, Rooney & Phua, 2013; Liffman, 2007; Scaife et al., 2015). The philanthropic sector in Victoria 
historically was the largest in Australia and its beginnings were due to government incentives (Liffman, 
2007; Scaife et al., 2015). Currently Victoria ranks in second place in terms of the number of POs 
established, and the amount of income and donations, after New South Wales. Some of the incentives 
that POs receive nowadays are: tax concessions and exemptions; and light accountability regulations 
(Cham, 2010; Coyte et al., 2013; Leat, 2004a; Scaife et al., 2014; Williamson, 2015). These incentives have 
caused growth in the philanthropic sector since 1990 (Coyte et al., 2013; Liffman, 2007; Scaife et al., 
2014; Social Ventures Australia, 2015). However, some authors argue that the establishment of POs in 
Australia has not had the same character as in counterpart countries (Swain, 1998). Wealthy people in 
Australia give less than in other countries such as the UK, USA and Canada (Dalton & Cham, 2016; 
Liffman, 2007; Madden & Scaife, 2010). 
Some POs that participated in this project argued that government legislation and regulation are 
confusing and this discourages generosity in Australia. Therefore, they suggested that the improvement 
of these aspects could increase the generosity in the country. This point was made well by one study 
participant: 
PO4: some of the governance, legal frameworks that exist around philanthropy now, they 
need to be looked out and cleaned out. It’s an absolute obstacle course compared to other 
countries. It’s very complicated. I think actually confuses people who want to give and creates 
barriers for people. So rather than government being a partner in how we deliver services, 
it’s how government opens up the legislation and regulation to ensure that people can give 
easily and well, so more and better philanthropy can be promoted. Because if you give 
someone encouragement to be generous and they kind of walk around in this maze of 
confusing legal structures and regulations, it just kills generosity. 
This claim becomes relevant when currently 75% of POs in Victoria are small, which means that their 
annual revenue is less than $250,000. For this project, however, among the POs that practised capacity 
building only one-fifth were small in size. It would be relevant to identify whether changes in legislation 
could increase the size of POs that might be established. The problem with small POs is that they cannot 
fund capacity building given their small staff complement. Indeed, some in the study sample were the 
only permanent member of staff with management responsibilities across a number of organisational 
areas. Moreover, organisations using volunteers have a unique problem in terms of the roles occupied 
within the PO itself.  
The results of this project show that just over half of the POs that funded capacity building were large 
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organisations, reporting annual revenues of $1 million or more. These organisations in combination with 
those of medium size represented four-fifths of POs, with annual revenues between $250,000 and $1 
million or more. Therefore, the low revenues that POs have might be another factor that influences the 
lack of funding for capacity building in Australia, as mentioned in the literature (Australian Institute of 
Grants Management, 2015; Effective Philanthropy, 2015; Social Ventures Australia, 2015). The low 
funding for capacity building was an aspect also mentioned by the peak bodies interviewed for this 
project.  
The literature suggests that capacity building is a long-term commitment (De Vita & Fleming, 2001; 
Horton, Alexaki, Bennett-Lartey, Brice et al., 2003; Lopes & Theisohn, 2013; Lusthaus et al., 1999; Otoo 
et al., 2009; Simister & Smith, 2010; Whyte, 2004). Low revenue, therefore, might affect the funding 
available for capacity building. One small PO interviewed mentioned that it was unable to ensure funding 
for more than one year. On the other hand, the large and medium POs mentioned being capable of 
providing funding for more than one year and often consecutively. They offered grants that from the 
beginning stated medium-term and long-term funding commitments. 
On the other hand, if philanthropy in Australia is intended to be increased by improvement in legislation, 
the accountability and transparency of POs should also increase. There are some authors who mention 
that the philanthropic sector in Australia is the least transparent in the English-speaking world (Cham, 
2011). POs’ tax regime in Australia allows them to be private because they have few constraints apart 
from tax reporting (Coyte et al., 2013; Williamson, 2015). They mention that, besides legal obligations 
under tax law, there are no outcome measurements or accountability structures. They state that 
“accountability for decisions relates essentially to their own interest, usually documented in their 
Charter” (Coyte et al., 2013, p. 412). 
This information is consistent with what has been found in this project. POs are accountable in relation 
to their legal duties and to members of the PO such as boards, committees and family members. 
However, very few mentioned that they were accountable to their grantees or other stakeholders, or for 
the mechanisms they used. The POs that mentioned being accountable to others outside their 
organisations mentioned donors and NFPs. However, being accountable to NFPs was mentioned by very 
few POs. The annual report was the mechanism POs mentioned as proof of their accountability, although 
this may simply be about what information they placed in the public domain. Accountability in 
responding to their own interests was also a strong aspect found in the POs interviewed. There was an 
important influence of founders, family members and will restrictions that determined the charters that 
POs followed. 
The accountability linked to POs’ own interests is something that might seem arbitrary. However, part 
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of this problem may be the lack of transparency and data available for decision-making. Adams, Flatau, 
Zaretzy, McWilliam and Smith (2015) indicate that “increased data access should lead to more informed 
decision-making with respect to service delivery design and outcomes measurement together with 
greater transparency and accountability” (p. 21). This concern has created a commitment to increase the 
government data available to the public. An initiative launched by the Australian government on 7 
December 2015 as part of the National Innovation and Science Agenda seeks to release data collected 
by Commonwealth government entities in order to improve innovation, decision-making, service 
delivery, planning and policy development, and economic growth.7 
However, as Findlay (2016) points out, there is a low representation of data on social services, justice 
and health. Flatau et al. (2015) suggest that setting common outcome items and a proper infrastructure 
for data collection supported by the government could increase the data available for funders and 
community service organisations. This increases the importance that entities such as the ACNC have in 
collecting and providing data, and generating transparency and accountability. However, improvements 
in the accountability for POs remains an area for improvement (Cham, 2014). This is because the tax 
regime in Australia allows privacy for their funding activities (Coyte et al., 2013). 
Therefore, capacity for building data infrastructure is something needed within the sector that could 
assist decision-making. This has the potential to objectivise and contextualise the funding support that 
POs provide and the causes that NFPs advocate. Furthermore, there are other types of capacities that 
are important to acknowledge, as Callen et al. (2017) mention. They state that, in addition to having data 
available, it should be presented in ways that are accessible and commonly understandable. Another 
important dimension they mention is having the capacity to analyse and interpret data, which is a crucial 
factor in making sense of the information available. Finally, they comment about the difference that 
‘soft’ data such as anecdotes and ‘hard’ data such as quantitative data might represent for those 
assessing the information. They found that, although in general quantitative information has more 
weight for decision-making, the context in which the evidence is received has relevance and qualitative 
data has as much importance as quantitative data in certain respects and for certain audiences. 
Therefore, POs and NFPs likewise should have the capacity not only to access and develop data, but also 
to interpret and analyse it, and to manage both types of qualitative and quantitative data to support 
their interventions, decision-making and accountability. 
The conclusion is that there are a number of capacities that must be achieved in POs before they too can 
apply capacity building more broadly.  
When talking about the development of data, this is a relevant area of opportunity for capacity-building 
                                                          
7https://blog.data.gov.au/news-media/blog/australian-government-public-data-policy-statement 
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practitioners. There is no information about the practices that POs follow. This may indicate a lack of 
capacity that these organisations have to document their experiences and lessons learnt. This limits their 
ability to disseminate what they do and how they do it so others can apply this or adapt it to their own 
organisations. What currently happens is informal peer information-sharing sessions about what they 
do and what they have learnt; however, more formal mechanisms are also required to build and store 
the knowledge and the information that POs need to inform their capacity-building practices. The 
findings indicate that there are two models vying for ascendency – one with more formal mechanisms 
for data collection and usage, the other a more organic model in which information flows between equal 
partners are taken to be sufficient. 
When discussing the donor–donee relationship, POs have an important role as independent sources of 
funding for NFPs. POs support risk-taking, creativity and innovation (Cham, 2010; Liffman, 2007). 
Additionally, POs have the potential to be agents of social change with great influence and importance 
(Cham, 2010). However, the asymmetrical donor–donee relationship tends to be restrictive when POs 
influence matters such as the design of programs and activities (Lister, 1999). Additionally, NFPs feel the 
pressure to respond to funders’ demands and needs, rather than the demands of those they are meant 
to serve (Coyte et al., 2013; Gibb & Adhikary, 2000; Jackson, 2009). This makes these NFPs’ decisions a 
delicate balancing act that can even generate dishonesty. Coyte et al. (2013) mention that “relationships 
may not be strong, can often be distant, guarded and sometimes even dishonest where an [NFP] 
communicates what it thinks the [PO] wants to hear in order to increase its chances of grant approval” 
(p. 400). The data in this study indicates a great degree of trust between POs and NFPs. Where such trust 
exists, it can as easily be broken. Formalised measures have the benefit of making this trust subject to 
transparent and audited data collection. The downside is that they create an unequal relationship in 
which one party becomes accountable to the other. 
Coyte et al. (2013) argue there are three elements of subjectivity that POs follow when ranking 
applications. First, they mention that decisions are based on “varying beliefs about what constitutes 
good philanthropy” (p. 410). Second, the judgements are influenced by “interpersonal relationships, 
interpersonal communication and social status” (p. 414). Third, POs have a “lack of agreed objective 
measures of outcome success” (p. 400). Therefore, if NFPs fail to fulfil the requirements imposed by POs 
and their initiative ends up not receiving support, the NFPs respond by sacrificing their own values in 
order to access future funding. This has the implication that the NFP does not achieve its mission and its 
users may suffer too. This emphasises the importance of being on the same page and building trust 
through working together as an alternative. 
POs might also affect NFPs’ outcomes in pursuit of their philanthropic aims without proper measurement 
of outcomes (Coyte et al., 2013). This is because NFPs’ reports are likely to be distorted out of fear of not 
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receiving support or jeopardising future funding (Coyte et al., 2013). This affects the sustainability of 
outcomes in pursuit of the sustainability of resources, since NFPs are likely to be led by the needs of their 
funding supplier rather than the needs of those they are meant to serve (Gibb & Adhikary, 2000; Jackson, 
2009). Argued another way, though, close knowledge and collaborative working make dishonesty over 
NFP work much more difficult, and mutual recognition of the outcomes that come from this relationship 
therefore do not have to be formalised.  
NFPs also feel the need to fulfil POs’ expectations. Lister (1999) found that donors’ time frames often do 
not fit with the times crucial to project implementation. This is relevant, as the literature suggests 
capacity building is a long-term process to achieve the outcomes expected. However, it seems that this 
long-term support is dictated by the funding capacity that POs have. If funding threatens long-term 
support, NFPs will find themselves spending to justify and maintain their existence within the time 
frames dictated by the POs (Eade, 2007). Most of the POs interviewed for this project acknowledged 
those power imbalances and put great faith in what they call ‘trust’ in the donor–donee relationship. 
Trust is therefore an influence that diminishes reporting mechanisms and evaluations.  
Whyte (2004) mentions that donors do not pay enough attention to capacity-building monitoring and 
evaluation, and that this becomes complex when capacity building is embedded in other programs, as 
this complicates tracking of the capacity-building element. This holds true for the POs that participated 
in this project. Very few mentioned having separate capacity-building grants, where the majority of 
grants for the purpose of capacity building were embedded in the general grant proposals for programs 
and projects. The inclusion of capacity building in general grants does not allow understanding of how 
the support of capacity building contributes to the outcomes achieved. 
POs were most likely to undertake financial assessments in their evaluations of NFPs. This aspect, as 
Coyte et al. (2013) mention, reflects a lack of expertise to develop evaluation measures different from 
financial performance. POs could increase their capacities to generate alternate evaluations to ensure 
measurement of capacity-building outcomes. Furthermore, proper assessment could increase their own 
capacity to support capacity building in ways that add value to investment. But again these propositions 
from the literature are based on the assumption that the collaborative arrangements presently in place 
do not do these things. It would take case studies or, alternatively, comparative studies to see which 
approach achieves the best outcome. 
Trust has emerged as a substitute for ‘proper’ evaluation as it has in many of the interactions that might 
otherwise be construed as having a capacity-building focus. POs tend to generate long-term relationships 
with the NFPs they support and consider trust a mechanism to assess NFPs’ performance and outcomes 
achieved. One of the ways they do this is when a member of a PO is within the NFP it supports as part of 
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the board. Another important aspect of trust is when POs openly accept NFPs’ lack of positive outcomes. 
This is relevant when fostering the development of capacity building and the proper reporting of 
outcomes. NFPs can have candid conversations with POs about outcomes not achieved without the fear 
of losing a grant. Coyte et al. (2013) observe that relationships, compassion and trust are mechanisms 
for generating a “socialising form of accountability” and a “context-specific remedy for the inadequacies 
of the objectives, grant assessment criteria and written grant applications” (p. 398). This is also a finding 
of the present research, although there are dangers in this model. In this project, it has been found, for 
example, that the trust placed on NFPs is a mechanism to substitute for what POs commented on as a 
lack of expertise on their part in terms of: consultant firm selection, goals and outcomes, and other types 
of support that NFPs need. Therefore, nearly all the POs interviewed preferred not being prescriptive 
and allowing NFPs to decide on the capacities they want to build and the outcomes they expect to 
achieve with those capacities. Once again, this emphasises the contested point that POs must have 
capacity-building knowledge before they can implement the elements of capacity building with NFPs or 
simply assume trusting relations will do the job.  
The trust that is generated thanks to long-term relationships makes it difficult to determine when the 
relationship with NFPs should end. POs mentioned that the decision to finalise a long-term relationship 
is dictated by the boards, committees or family members of the PO. Some POs have clear guidelines 
about what to do once such a decision is made. However, there are no predetermined guidelines or 
information to know when the relationship with NFPs will end. This generates a lack of transparency, as 
NFPs do not know when this relationship will stop and, more importantly, the reasons for terminating 
the relationship. The decision remains at the discretion of the PO. 
This trust is also present among peer POs. They tend to rely on peer experience, the information shared 
being considered a way of learning about new or different grant-making practices. A relevant aspect that 
emerges through peer exchanges is the lack of a common understanding of the term ‘capacity building’. 
This sometimes limits their ability to agree on implementation, evaluation terms and collaboration 
towards achieving the same goal. 
Whyte (2004) mentions the “pack mentality” that certain donors have, mainly dictated by influential 
organisations. She also comments on the slowness of donors in learning from experience, mentioning 
that sometimes it takes a decade to change from one modality of support to another. Therefore, POs 
need to increase their capacities to set indicators and benchmarks, and to track capacity building 
separately (Whyte, 2004). These elements could enhance the ‘proper’ sharing of information across 
donor organisations. This has the potential to increase the effectiveness of implementing capacity 
building and in decision-making towards supporting and designing different capacity-building strategies. 
This is relevant as POs judge NFPs on program outcomes, disregarding other types of effectiveness 
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(Herman & Renz, 2008). Funding program outcomes alone may not improve organisations’ effectiveness 
or sustainability. This means that NFPs function in a “low pay, make do, and do-without culture” (Gregory 
& Howard, 2009, p. 51). Capacity building, therefore, emerges as an additional approach in which it is 
more than just programs and projects that receive funding support from donors. Rather, the support is 
targeted at building capacities more systematically and independent of projects and programs.  
Finally, the main limitation of capacity building remains the lack of a unified definition, framework and 
effective evaluation (Otoo, Agapitova & Behrens, 2009). It has become a concept that captures lessons 
from previous development approaches, with some nuances learnt from its predecessors (Lusthaus et 
al., 1999). The knowledge of capacity building is therefore not developed in exact terms and it is 
understood more intuitively (Lopes & Theisohn, 2013; Ortiz & Taylor, 2009; Potter & Brough, 2004). This 
hinders the ability of organisations to perform proper evaluations that allow comparison of practices and 
outcomes, and that provide evidence to endorse donors’ interests in supporting capacity building (Light 
& Hubbard, 2004). Capacity-building definitions therefore differ from organisation to organisation and 
this has been found among those that participated in this project. This greatly affects the construction 
of the practices that each PO follows to support NFPs’ capacity building and how POs work with other 
POs in supporting NFPs’ capacities. 
This confusion around capacity building has meant that most POs that participated in this project 
provided funding for capacity building in the same grant application as for programs and projects. This 
overlapping has implications regarding outcome assessment and decision-making. The first aspect is 
inadequate tracking of capacity-building outcomes separately from program outcomes (Whyte, 2004). 
The second aspect is the lack of NFP selection based on capacity needs assessment. This is a real issue; 
for example, if capacity assessment does not take place, NFPs’ capacity is not tracked or measured. 
Capacity building becomes confused with elements that donors are reluctant to fund. POs then support 
overhead expenses such as salaries, infrastructure, research, consultant fees and evaluation, among 
others. These elements, once considered overheads, are now included in grant applications as capacity 
building, although those aspects are part of capacity building. The fact that they are embedded in general 
grant applications dilutes the identification of the change expected. This generates the wrong 
expectation that donors put on funding certain elements called capacity building that are not aligned 
with specific changes expected to improve the capacity of NFPs. 
The finding is that there is a significant conflation by POs of capacity building with program and project 
funding. Responsibilities are handed over to NFPs on the grounds of autonomy but within a framework 
of trusted relationships. But these seldom privilege capacity building itself. The delicate balance between 
NFP and PO characterises their relationship, which is a product of both shared interests and a shared 
history within the sector. 
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RQ3. What are the practices of philanthropic organisations in Victoria to support their own capacity 
building? 
Eade (2007) indicates that “you cannot build capacities in others that you do not have yourself. And if 
you cannot learn, you cannot teach either” (p. 212). Therefore, when POs support the capacity building 
of NFPs, it becomes relevant to question the capacity building that POs have for themselves. Many do 
not have a thoroughgoing understanding, meaning they can never build capacity internally based on any 
systematic approach. Therefore, the lack of capacity around capacity building within POs has a large 
impact on their capacity building externally, so many of the results are not surprising. 
POs also face challenges and a lack of capacity themselves, which impacts on their capacity-building 
practices. They share some of the issues faced by the NFPs they support, being small and time- and 
resource-poor. However, POs do not tend to see themselves as ineffective and in need of improving their 
capacities. Some of the reasons for this are: the lack of accountability to others; lack of honest feedback 
from their grantees; and weak capacity to design grant-making interventions and evaluations to justify 
their own effectiveness (without basing it on the effectiveness of the NFP). Hay and Muller (2013) 
comment that donors are often “held to be beyond criticism because individuals and organisations 
dependent on philanthropic donations may be reluctant to look a ‘gift horse in the mouth’” (p. 637). 
Frumkin (2008) mentions that the lack of adequate mechanisms to hold POs accountable leads to a lack 
of impetus to improve their performance and effectiveness. 
There were two aspects that POs mentioned as problematic within their organisations. These issues 
coincide with some issues the POs identified in the NFPs they supported. The issues are related to staff 
and financial resources, which in some situations interconnect. Regarding POs’ staff, there were small 
numbers of staff in the POs interviewed, with half of them having just a single staff member. This is 
consistent with what Coyte et al. (2013) found and they state that even larger POs have small staffs. 
Another issue in relation to staff that has financial implications is the high volunteer turnover that POs 
have. In general, the problems related to staff were identified by the POs as affecting their grant-making 
response in aspects such as assessing NFPs properly and responding promptly to grant requests. 
Another issue related to staff is that POs do not have staff with professional expertise within the sector 
(Liffman, 2007). This aspect was not present at the CEO and executive manager level of those who 
participated in this project. However, when POs rely on a single staff member, this has the potential to 
limit their capacity to implement or carry on their grant-making responses, which includes proper 
capacity-building programs for the NFPs they support. 
The lack of resources was mentioned as a hindrance in three ways: capacity building; lack of evaluation; 
and provision of long-term grants or more grants. Some POs mentioned that the capacity building 
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conducted for themselves was less common and structured than what they practised and provided to 
the NFPs they supported. One important aspect was the lack of resources allocated for the capacity 
building of the POs, as decision-makers within the POs preferred having ‘lean organisations’ and did not 
‘waste’ resources on matters that might be considered a ‘luxury’. The lack of evaluation is also related 
to the lack of staff needed to conduct this type of job, mainly when POs have a single staff member solely 
responsible for grant allocation. Additionally, there were some POs that did not have the resources to 
contract external evaluators. The third issue was that they did not have the capacity to support NFPs for 
the long term, although they might wish to do so. This also affected their grant-making decisions because 
their resources were limited. This limited the amount of time that POs could support NFPs and the 
amount of money POs could grant to NFPs. 
There are then issues for the adoption of capacity building which are to do with staff complement and 
make-up, time, resources and the extent to which capacity-building is seen as essential rather than a 
luxury. It has been consistently found from the POs interviewed that they improved their capacities 
according to what they identified was needed by the NFPs they supported. POs did not have proper 
evaluation to reach conclusions about which were the capacities needed by NFPs. However, POs 
mentioned that their engagement with the NFPs they supported gave them an indication of which 
capacities they needed to develop. When POs had a single staff member, this staff member had the 
freedom to decide which capacities were required. POs with more staff had two mechanisms, the first 
where the CEO was in charge of identifying which capacities were needed, and the second where staff 
members themselves identified which capacities needed to be improved. 
Another reason to develop capacities is the lack of career paths within small organisations. One PO 
considered that capacity building was also a way to provide stimulation for employees and to keep the 
organisation informed. Therefore, through capacity building it expected to generate “interest” among 
its employees to keep them motivated. It also expected to generate a “difference” through the 
knowledge and trained staff it developed through capacity building. 
6.2 Limitations and implications for future research 
This Master’s level research has attempted to provide a basis on which further research can later be 
developed. Therefore, it is important to understand the deficiencies presented here and analyse them 
in depth in order to understand the patterns of, reasons for and implications of current capacity-building 
practices and the lack of them. 
The main limitation of this project is that the findings should not be generalised due to the small sample 
size of 35 participants for the online survey and 11 participants for the face-to-face interviews. There has 
been no analysis of the causes of the low participation rate and this is an aspect for future research. The 
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tools used are self-reporting methods that relied on participants’ responses. The assessment of current 
capacities and the impact on NFPs are elements that should also be considered in future research. 
The adoption of an ideal-type six criteria stage model of capacity building and four levels of capacities 
meant that success was compared to that model. The dominant model in Victoria indicates an organic 
collaborative model based on trust and close interdependencies. Given this is the case, and given no 
evaluation of the relative merit of these two approaches has taken place, it is important to explore these 
relative outcomes in future research. This might be through case studies or comparative research of 
different approaches. In some ways, having the six criteria model has set the bar against which the 
organisations participating were measured. This may not have been a fair comparison if they were 
achieving the same capacity-building outcomes. 
Government support and influence are another aspect where future research could be developed. While 
the literature suggests that government has supported the philanthropic sector, the POs in this study 
felt that the complexity of regulations discourages giving in Australia. There are grant partnerships 
between POs and government. It would be relevant to research the influences that the government has 
over the initiatives it supports. Although POs preferred to keep their independence from the government 
and its agenda, for some POs the financial support that they received from government was substantial. 
It will be important to understand the implications of this for future research.  
There are also aspects that have not been explored in relation to POs working with government to 
systematise change by participating in the policymaking field. There are some POs that have been active 
in this way; however, this is not a trend or a systematic involvement in influencing policies. Research into 
this could provide information about strategies to follow to improve the participation that POs can have 
in achieving systematic change. There are some strategies needed to overcome the low level of support 
that the sector receives from government and to increase its participation in the policymaking space. 
There are changes that the government is influencing, mainly in the disability area. The peak bodies 
interviewed in this study have noticed that POs are not catching up to fill the gaps in the capacities 
needed to face the changes to come. There is also competition that the third sector will face from the 
private sector. Information about the capacities that the sector needs is a relevant aspect for future 
research. 
The low numbers of staff of POs could be an important aspect that prevents the flourishing of certain 
grant-making practices. It is also mentioned in the literature that POs are often not able to hire qualified 
staff; this project has found that, at managerial and CEO levels, POs do have professional staff with 
experience within the sector. However, there is no information about the rest of the staff. The low staff 
numbers and lack of qualifications are aspects that could be researched to examine how they affect 
124 
 
grant-making practices and the implementation of new approaches such as capacity building. 
There are a variety of resources provided to improve capacities. Some are given by peak bodies. 
However, there is no information about how well these funds match the capacity needs of the third 
sector. It is undeniable that the sector is large and varied; therefore, a systematic approach to knowing 
how the capacities and resources to support those capacities are identified and supported is important. 
Additionally, there is a lack of evaluation that can show that the capacities intended to be developed are 
indeed being developed. 
Capacity building is about change, and change is something that requires significant supporting 
structures. More information is required to understand the implications of aspects such as leadership 
and whether incentives are in place to support and maintain capacity-building practices. 
There are different practices that are conducted by POs to improve capacities. Evaluations do not give 
evidence about the results they are generating. Some of the practices that POs follow include: long-term 
support; leaving the decision on the capacity-building outcomes and capacities to implement to NFPs; 
accountability based on trust; peer information-sharing; collaboration with other POs with the purpose 
of unified reporting or implementing collaborative impact as a backbone organisation; and 
predetermined capacities to access capacity-building grants. More information is needed about the 
results and benefits of following these approaches towards developing capacities. 
Further research into the practices that POs perform for their own capacity building could provide more 
information about how they choose the capacities they strengthen. Research is also needed on strategies 
by which POs could attribute outcomes to their own initiatives without attributing these to the outcomes 
of the NFPs. 
It will be noted that quite a number of areas exist where data is not available. This preliminary project 
represents a first attempt at providing some data about the state of capacity building within POs in 
Victoria. It is not surprising that more research is required in areas related to capacity building and its 
successful application. It is hoped that this project is a small part of something much bigger in the future. 
6.3 Summary 
This exploratory study of the capacity-building practices of POs in Victoria has identified a variety of 
understandings of capacity building. For that reason, this project employed a systematic approach to 
exploring gaps in POs’ capacity-building practices. The approach has explored the sustainability of 
capacity building and elements essential to implement capacity building. The POs participating in this 
project did not show alignment with a systematic practice of capacity building. Indeed, there was very 
little knowledge of capacity building in NFPs and a level of trust which obscured PO leadership in this 
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area. Conflation of capacity building with project and program funding diluted if not extinguished the 
potential impacts of a systematic approach and understanding of capacity building.  
The data did not show that POs’ capacity-building practices cross four key levels of capacities that have 
been identified in the literature to produce and cause sustainable results. Nor did any PO systematically 
and manifestly adopt any of the six essential criteria identified as necessary for capacity-building success 
even if their practices accorded with some of these practices. Furthermore, the embeddedness that 
capacity-building grants have with program and projects grants, together with a lack of evaluation, make 
it difficult to know capacity-building outcomes, further making it difficult to assess the outcomes of 
current practice. 
There are several difficulties that POs face in improving their capacity-building performance as 
supporters of this practice. These range from their own context, where there is a lack of transparency, 
accountability and data, and a strong influence from government dictating the causes and worth of 
support. There are other barriers caused by the lack of POs’ capacities in relation to evaluation, staff 
quality and quantity, and financial resources for long-term support. Finally, the lack of a clear 
understanding of capacity building is reflected in POs’ inability to identify what and how to implement, 
support and perform to achieve better practices that contribute to improving capacities within NFPs.  
Finally, there seems to be a trust model, a model of collective strength, in operation between POs and 
NFPs that sits uneasily with the formulaic and systematic approaches to capacity building being 
promoted in the literature. Since there are few evaluations of either, the jury remains out on which is 
most likely to produce better outcomes if properly implemented.  
The following chapter will provide the conclusions of the present project.  
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CHAPTER 7. CONCLUSIONS 
 
The lack of a common understanding of capacity building and low evidence base for its success were the 
main reasons that motivated a systematic approach for this project. It was considered that the lack of a 
common understanding was not as problematic as the lack of knowledge of the components that assist 
the development of capacity building. In addition, NFPs are diverse, which means that there is no one-
size-fits all approach to capacity building. Focusing on a systematic approach does not limit the diversity 
of capacity-building implementations that should occur. An example of what this project has sought to 
achieve lies in a comparison with losing weight. When a person wants to lose weight, it is known that 
diet and exercise are the basic components of the systematic approach that needs to be followed to 
achieve the goal of losing weight. However, the type of diet that a person may follow is diverse; some 
examples are: ketogenic diet, vegetarian diet and raw food diet. The next element is exercise, which also 
has plenty of varieties such as aerobics exercises, strength exercises and flexibility exercises. These types 
also have multiple forms. 
Therefore, capacity building can have a diverse meaning and understanding for each individual. By 
adopting a model that used systematic components, it has been possible to explore the diversity of 
approaches adopted across POs in Victoria. The systematic approach of four levels of capacities and six 
essential criteria, like diet and exercise, were the two components that have allowed data collection and 
that have explained the diverse ways in which POs mean to achieve changes in capacities.  
In setting out the basis of this thesis, it was argued that capacities should be strengthened, better used, 
eliminated if not necessary and/or created if required. This thesis has found that many of these changes 
are not systematically thought out. POs do not practise capacity building systematically when supporting 
NFPs’ capacities, nor do they do so internally for themselves in their own organisations. Several factors 
have been found that influence and hinder POs’ practices, and these tend to decrease their capacity to 
systematically develop capacity building.  
The main issue found is the embeddedness of capacity building within the grants for programs and 
projects. This not only makes it difficult to separate the tracking of the capacity-building effort, but also 
decreases the systematisation of capacity building. Therefore, the factors found in the literature cannot 
be applied or tracked because the purpose of NFPs’ developing capacities towards mission 
accomplishment is mixed with general grant-making in relation to NFPs’ program and project delivery.  
This seems to be mainly influenced by the lack of resources that POs claim to have, which impedes their 
long-term commitment. By funding projects that are time-confined, POs feel comfortable fulfilling a 
short-term commitment. This has important impacts on NFPs which implement programs and projects 
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that suffer funding uncertainty. However, the age of POs (the youngest being 8 years and the oldest 83) 
indicates that the permanence of POs is not short term. In spite of the fluctuation in their resources, 
better programming on their side could assist the support of longer term capacity building. The problem 
is less their ongoing funding and more the constant threat that the funding will dry up. 
The close links between NFPs and POs has also positive implications for NFPs that are able to request 
funds more widely, for example for overheads, which are not as appealing to fund. By reframing those 
expenses as capacity building, this practice has become almost a replacement for capacity building. 
Therefore, staff training, administrative salaries, consultancy firms’ fees, research, evaluation, software 
systems and so on are now funded if they are presented as capacity building. All those examples hold 
true to what is needed to achieve capacity building. However, the lack of a systematic approach has the 
potential to deviate targeting away from a clear purpose. The interdependencies across the organisation 
are not taken into account and so the capacity-building approach does not often meet its target 
outcomes. Continuing the example of losing weight, it would be like adding a salad without any other 
modification to the diet and exercise activities. The contribution to the overall goal of losing weight is 
limited, as there is no consideration of the whole system, where the person might have a sedentary life 
and eat large amounts of junk food. Without considering those wider elements, adding a salad would 
not have any impact on the weight loss, no matter how healthy the salad is. 
Moreover, resources within the third sector are scarce and for that reason should be used efficiently. A 
good understanding of supporting certain capacities and their impact can assist POs’ resource allocation. 
So, once clear evidence is gathered, the embeddedness of the grant for capacity building in grants for 
programs and projects poses a limitation on understanding which capacities are most relevant, what is 
a satisfactory performance and how to proceed to achieve an effective implementation. The 
embeddedness puts into question the importance of referring to some elements as capacity building. If 
capacity building is to be seen as an important separate strand of organisational activity, then it should 
be better known and understood, and should have its own systematic approach for implementation.  
7.1 Systematic approach of four levels of capacities and six essential criteria 
The four levels of capacities approach assists the identification of the types of capacities supported and 
considers them in a larger system. For instance, if individual capacities are supported, it should be 
considered how the rest of the capacities – group, organisational and inter-organisational – are in place 
to support the development of individual capacities. The main level supported by POs is group capacities, 
which are related to programs and projects. The second, organisational capacities, should be approached 
carefully so as not to be mistaken as supporting overheads. This support does not have as a purpose to 
achieve change in capacities. The purpose of achieving change within NFPs through supporting capacities 
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so they can achieve their mission requires a systematic approach. Otherwise, POs will be supporting the 
functioning of the NFP without the purpose of developing capacities. 
These four levels are mutually dependent and, for that reason, all four should be developed to attain 
sustainability of the capacity developed. This approach was not considered by most POs in this study. 
The strength of the capacity of POs’ support depends on the existing capacities of the NFPs. POs need to 
know that the capacities they are supporting are aligned with the corresponding enabling capacities 
within the NFP. However, assessing current capacities is a practice that is embedded in the overall 
assessment of the organisation in the grant application, which is mainly focused on financial information. 
This, however, lacks clear assessment of the capacity to be developed and the enabling capacities needed 
for its successful development. 
For the six essential criteria to develop capacity building, there are certain aspects in practice that are 
aligned with what is presented in this project. These practices, however, have not been subjected to 
evaluation to understand their outcomes. The practices also vary among POs, as there are no 
standardised mechanisms when developing capacity building. The aspects that the six essential criteria 
consider – context, current capacities, inputs, stakeholders, monitoring and evaluation, and goals and 
milestones – are explained as follows. 
When considering the context to select capacities to support, this is not present when POs support NFPs, 
nor when POs support their own capacity building. When POs support their own capacities, they tend to 
focus on the needs they have identified through engagement with the NFPs they support. However, 
there is no proper evaluation of this. One factor that hinders consideration of the context is the lack of 
data available. This is improving in Australia; however, there is more focus needed on the third sector 
and the capacities that organisations need to improve in order to make good use of the information. 
Data for decision-making could assist objectivity in the support POs provide, an aspect that POs noted as 
important for them to achieve. 
There is no formal assessment of current capacities. The approach seeks to focus on one capacity to 
develop in order to identify the capacities needed to enable the development and sustainability of the 
capacity supporter. What is in place is the assessment of NFPs in the grant forms that POs use. NFPs are, 
therefore, the ones deciding which capacities to develop in most cases. For the capacity building of POs 
themselves, the few staff available mean there is no systematic assessment. 
The main input that POs provide towards capacity building is financial support. However, there were 
several POs in this study that also provided in-kind support. This support might not have alignment with 
a certain capacity to be developed; however, it provides an overview of the different strategies that POs 
follow when supporting NFPs’ capacities. There are similar factors regarding inputs when POs support 
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NFPs and when they do capacity building for themselves: the first is that they both rely on elements 
available in the third sector; and the second is that both make little use of external providers such as 
consultant firms or academia. 
Stakeholders are very important when dealing with the social problems that most organisations in the 
third sector face. There is little resourcing of stakeholders for both POs’ practices of capacity building 
(internal and external). Networking and peer information exchange are a very important factor. The 
generation of trust is vital for this to happen. Trust plays a very important role that, in certain 
circumstances, eliminates proper evaluation. When POs need to gain knowledge about grant-making 
practices or information about NFPs, they tend to rely on peer information. However, the lack of 
evaluation by POs impedes the documentation and shared information within formal reporting 
structures. Instead, POs put more emphasis on generating relationships to gain access to certain 
information. 
The milestones and outcomes that are expected with capacity building are aspects treated more 
generally due to the embeddedness of capacity building in program grants that exists. Therefore, there 
are often not clear outcomes stated about developing certain capacities. The decision is left mainly to 
the NFPs. When POs apply capacity building for themselves, milestones and outcomes are stated by the 
CEO or the staff. However, the main purpose that POs have when improving their capacities is to support 
the NFPs’ capacities. The two are seen as mutually reinforcing. This is important, as it offers an 
alternative formulation than the ideal type presented and used in this thesis. The mechanisms and 
outcomes of this approach could be considered in future research.  
The last essential criterion, about monitoring and evaluation, shows that there is little information about 
the results that the capacity-building practices generate. There is improvement needed in this area, 
mainly in relation to the different practices that POs generate, which need to provide evidence of the 
outcomes achieved so as to be replicated, adapted or improved. Furthermore, there is an important gap 
related to the attribution of outcomes. POs tend to consider themselves as achieving outcomes based 
on the outcomes of the NFPs they support. Therefore, POs need to improve their capacities to design 
and evaluate better approaches to claiming outcomes as their own. 
7.2 The Australian third sector context and common capacity-building criticisms 
Among the challenges that POs face, two sources have been analysed: the context of the third sector to 
which POs belong; and the common criticisms of terminology and evaluation that accompany the 
capacity-building concept. The context is mainly influenced by the dependence on government funding 
and accountability mechanisms. Although the literature suggests that regulation has benefited POs 
(Cham, 2010; Coyte et al., 2013; Leat, 2004a; Scaife et al., 2014; Williamson, 2015), some POs believe 
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that confusing government regulations are an obstacle to increasing generosity in Australia.  
The light accountability POs face decreases the possibility of public scrutiny, which also reduces the 
opportunity for them to receive feedback about their grant-making practices. This is important, as POs 
need to improve their capacity to design and implement better practices that can be attributed to their 
intervention without taking credit from the NFPs’ outcomes. This lack of accountability allows the 
development of subjectivity in their grant allocations, which is also increased due to the lack of data 
available to make informed decisions. There is an important challenge for POs to have third sector data 
accessible and commonly understandable. For this, POs need to increase their capacities to analyse and 
interpret data. Finally, there are significant resources from the government; although the dependence 
on these funds is less for POs than for NFPs, government funding is still present in POs. It is important 
that POs have the capacity to capitalise and leverage this funding in order to support aspects that go 
unnoticed by the government. 
Within POs, they also face challenges that hinder their capacity to provide systematic capacity-building 
support. Generally, POs have very few staff and in some cases just one staff member. This affects their 
capacity to respond rapidly and with proper due diligence to grant requests. It also hinders their ability 
to develop specialised programs where they can provide assistance, support and follow-up. These 
aspects are important when supporting capacity building, as this practice requires more than grant 
giving. Furthermore, if the outcomes of a capacity-building intervention are desired to be known, a 
proper strategy should be followed to consider several aspects that contribute to developing capacity 
building, such as the six essential criteria presented in this project. For most of the POs that participated 
in this project, capacity-building support was embedded in their general grants. Therefore, it is necessary 
that their staff capacities are covered if they wish to implement more systematic capacity-building 
support for NFPs’ needs. It is also important that the staff are qualified or able to acquire the capacities 
to enhance their knowledge and ability to implement capacity building. 
Some of the common criticisms of capacity building are present in this study and affect POs’ practices. 
The first is the lack of common understanding of the term, which separates POs rather than creating 
collaboration among them with the purpose of clarifying or unifying its meaning. The second is the lack 
of evaluation that provides evidence of the benefits of supporting and implementing certain capacity-
building practices. 
7.3 Capacities identified that could assist POs’ capacity-building practices 
The barriers POs face are areas where capacities can be developed to overcome them. In categorising 
the barriers according to the four levels of capacity, we have the following categories. For the individual 
level, there are two gaps in knowledge identified, the first related to the capacity that POs need to 
131 
 
improve in order to generate and use data for decision-making, assessment and accountability. There is 
a gap in knowledge about analysing, interpreting and generating data. These capacities are important in 
setting indicators and benchmarks for the separate tracking of capacity building. The second gap in 
knowledge that has been found is related to the approach and understanding of NFPs. There are 
workshops available for NFPs to understand and in a way ‘speak the language of the donor’; however, 
this type of learning from POs to NFPs is not available. This could improve POs’ capacities to better assess 
and understand NFPs in order to support them more appropriately. 
The second level is a group of capacities that are related to the lack of infrastructure that some POs 
mentioned relating to staff: having unpaid staff, low numbers of staff or unqualified staff who find it 
difficult to implement new interventions or respond quickly and effectively to grant proposals. As 
mentioned under individual capacities, there is a lack of data generation. For the group capacities, there 
should be proper infrastructure where the data is accessible and commonly understandable. To generate 
this data, it is also important that POs document their experiences and lessons learnt so as to understand 
better their interventions. These elements are relevant for two main reasons. The first is the attributions 
that POs make about their outcomes based on the NFPs’ outcomes. With appropriate understanding of 
their interventions and data to back it up, POs will be able to attribute better results to their support. 
The second reason is related to the reliance POs have on peer information, where having appropriate 
sets of data and information that provide evidence of their work becomes relevant for sharing 
information and giving proof of their outcomes and accountability. 
The third level, organisational capacities, is where POs can develop or design what will systematise the 
capacities from the first and second levels to what is will be needed when they interact with other 
organisations. Evaluation is one of the weakest points of POs. Proper recognition of the importance of 
evaluation should be developed from within the organisations and spread to all organisations. There 
should be internal policies that promote a culture of evaluation. This is important because, without 
evaluation, they cannot know their programs’ effectiveness. There is collaborative work that is also 
needed in order to provide proof of the positive outcomes that are generated. Furthermore, POs rely 
strongly on their relationships with peers and NFPs. The institutionalisation of these relationships is 
important. The relationships must be well stated and organisational policies should be in place. 
The fourth level, inter-organisational capacities, is affected by one contextual factor and one common 
criticism of capacity building. The first is related to the low participation of POs in policymaking. Although 
some POs are aware that, for systematic changes, there is a need for collaborative work with 
government, POs seem to work more on the side and their capacities to work with government are low. 
The second is related to the lack of a common understanding of capacity building. This has impeded POs 
from working collaboratively; therefore, there are capacities needed to develop unified definitions and 
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aligned capacity-building efforts. 
This thesis shows two models operating in diametrically opposed ways. POs in Victoria and their NFP 
partners organise around shared and symbiotic type partnerships in which each feeds off and supports 
the other to survive. With this come close mutual knowledge and trust, which are taken as sufficient 
grounds to both fund and administer, as well as to know what improvements are happening as a result. 
The informal and organic model contrasts with the more formulaic and ideal-type model used as the 
basis for exploring the sector in Victoria. Since the study has not formally measured the relative 
outcomes of either of these two approaches, further work is necessary to test the relative merits of each 
approach. 
What this thesis has done is to offer a characterisation of the POs and NFPs in Victoria in terms of their 
engagement with the capacity-building approach. 
Given the relevance that capacity-building has within the third sector this thesis demonstrates 
empirically that POs in Victoria adopted ‘intuitive’ practices around capacity building. These practices 
were not grounded in a theoretical knowledge of capacity building and did not draw upon significant 
historical evidence supporting good practice, and in particular systems theory. As a result, capacity 
building becomes a buzz word, adopted less rigorously than by good systems theory design. 
 
This approach taken in this thesis has demonstrated the relevance of using systems theory to both 
understand and implement capacity building practices. It is only through the application of such criteria 
that capacity building can be systematically applied and evaluated. In the absence of such a theory the 
inconsistent application by POs (funding agencies) will continue. This, in turn, does not conduce to a 
strengthening of the sector over time.  The four levels of capacity and the six criteria drawing upon 
systems theory, provided a useful guide to implementing capacity building systematically and systemic 
as means to achieve sustainable change.   
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APPENDIX A 
 
Email body 
 
Dear potential participant, 
We would be grateful if you might take just a few minutes to participate in a web-based survey which is 
exploring the size and nature of grant-making to organisations in the third sector. 
The study is being undertaken as a Master’s research study at RMIT University. 
We believe there is much to be learnt about such grant-making and about supporting learning amongst 
those who give grants. We are therefore very hopeful that you will agree to commit just a few minutes 
of your time to complete this survey of 11 questions. 
Please click on the link below to have access to the information about the study and the online survey. 
https://rmit.au1.qualtrics.com/SE/?SID=SV_a3Q3gzByGelTk3j  
Kind regards, 
Natxielly Vega Gil, Master’s student  
Assoc. Prof. Paul Ramcharan 
Assoc. Prof. Martyn Jones 
 
Email reminder 
 
Dear potential participant, 
You may have already received an email inviting you to participate in this survey. If you have already 
completed the survey, please accept our thanks and delete this email. 
If you have not completed the questionnaire, please take the time to consider helping us with this 
important research. Your information is pivotal to improving Australian grant-making. 
The survey will take you approximately 5 minutes. Please click on the link below to have access to the 
information about the study and the online survey. 
https://rmit.au1.qualtrics.com/SE/?SID=SV_a3Q3gzByGelTk3j  
Kind regards, 
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Natxielly Vega Gil, Master’s student  
Assoc. Prof. Paul Ramcharan 
Assoc. Prof. Martyn Jones 
 
Last email reminder 
 
Dear potential participant, 
The survey is closing very soon. If you have already completed the survey, please accept our thanks and 
delete this email. We appreciate you taking the time to complete the survey. 
If you have not done so, we ask you to take approximately 5 minutes to complete the survey. Your 
valuable participation will contribute towards identifying a better way to do grant-making. We would be 
very grateful if you would consider helping us with our important research. 
Please click on the link below to have access to the information about the study and the online survey. 
https://rmit.au1.qualtrics.com/SE/?SID=SV_a3Q3gzByGelTk3j  
Kind regards, 
Natxielly Vega Gil, Master’s student 
Assoc. Prof. Paul Ramcharan 
Assoc. Prof. Martyn Jones 
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Information about the study 
 
Dear potential participant, 
You are invited to participate in the present research project conducted by RMIT University. Please read 
the following information and be confident that you understand its contents before deciding whether to 
participate. 
Who is involved in this research project? Why is it being conducted? 
This research is conducted by Natxielly Paola Vega Gil Espinosa, a Master of Social Science student under 
the supervision of Assoc. Prof. Paul Ramcharan and Assoc. Prof. Martyn Jones. This research has been 
approved by the RMIT Human Research Ethics Committee with official permission to conduct the 
fieldwork. 
The research seeks to explore how many organisations provide external grants to the third sector. We 
would like to know whether your organisation does so and then explore that area of grant-making in 
greater detail. 
Who should answer the survey? 
The suitable person to answer the survey is someone that has a full understanding of the development 
of external grant-making programs/projects within your organisation. 
What are the possible risks or disadvantages? 
We do not anticipate that responding the survey will cause any risks or that you will be disadvantaged 
personally or as an organisation. 
What are the benefits associated with participation? 
There will be no direct benefits from the survey itself. The potential benefits of this project are in 
generating information that currently is not available in Australia. This information could be used for the 
purpose of building better practice in current grant-making processes, decision-making or strategic 
planning. 
What will happen to the information I provide? 
The survey is anonymous as no name or contact information is required for the person completing the 
survey. The name of the organisation will not be used in the dissemination of information. The 
information will be categorised into small, medium and large organisations only. No organisational 
names will be disclosed in the study. 
Once the data has been completely collected, we will import and store it on the RMIT server where it 
will be kept in a password-protected file and held securely for five (5) years. The data on the RMIT host 
server will then be deleted. 
The results of the overall study will be disseminated in journal articles and conference papers. 
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What are my rights as a participant? 
The right to withdraw from participation at any time. 
The right to have any unprocessed data withdrawn and destroyed, provided it can be reliably identified, 
and provided that so doing does not increase the risk for the participant. 
The right to have any questions answered at any time. 
This project will ensure that your confidentiality is maintained and that your identity and the 
organisations identity will be anonymised in any reports and articles. Where there are any circumstances 
in which identifying actions or words are used in reports this will be checked with you for permission 
prior to use. 
Whom should I contact if I have any questions? 
If you have any questions about the study or you would like to obtain a copy of research report or your 
personal data, please do not hesitate to contact Natxielly Paola Vega Gil Espinosa at 
natxielly.vegagilespinosa@rmit.edu.au or phone on 03 99253084. 
If you have any concerns about your participation in this project which you do not wish to discuss with 
the researchers, then you can contact the Ethics Officer, Research Integrity, Governance and Systems, 
RMIT University, GPO Box 2476V VIC 3001. Tel: (03) 9925 2251 or email human.ethics@rmit.edu.au 
If I agree to participate, what will I be required to do? 
You will be asked to complete 11 questions in total that can be answered in approximately five (5) 
minutes. 
It is your responsibility to ensure any necessary permission required from your organisation for your 
participation in the survey. 
The survey will be available from 20 June to 22 July this year. 
If you decide to participate in the online survey, read the following statement and respond according to 
it. 
 
I have read the above project description and I would like to participate. 
 
 Agree 
 Disagree 
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Questions for survey 
 
To explore the actual tool visit: https://rmit.au1.qualtrics.com/SE/?SID=SV_a3Q3gzByGelTk3j 
 
1. What is the legal name of your organisation? 
 
2. When was your organisation established? (dd/mm/yyyy) 
 
3. What is the size of your organisation? 
 Small (annual revenue less than$250,000) 
 Medium (annual revenue between $250,000 and $1million) 
 Large (revenue of $1 million or more) 
 
4. Approximately what percentage of income does your organisation receive from: (Total 
must sum to100) 
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5. Is the concept of ‘capacity building’ known within your organisation? 
 YES NO 
IF YES IF NOT 
The respondent continues to questions: 6, 7, 8, 
and 9. 
The respondent is directed to question 9. 
6. How is ‘capacity building’ defined within your organisation? 
 
7. Does your organisation provide funding for not-for-profit organisations’ capacity building? 
 YES NO 
 
8. Does your organisation apply capacity building internally? 
 YES NO 
 
9. Is there anything else you would like to add? 
 NO 
 YES. Please feel free to add anything else you would like us to know  
 
➢ If ‘YES’ is selected to questions 7 or 8 the respondent is directed to question 10. 
 
10. We would like to ask you more questions about your experience as a capacity-building 
supporter. Would you like to participate in a face-to-face interview? 
 YES NO 
 
➢ If ‘YES’ is selected in question 10 the respondent is directed to question11. 
 
11. Please provide the following information Name: 
Email: 
 
➢ Final message at the end of the survey: 
“We thank you for your time spent taking this survey. Your response has been recorded.” 
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APPENDIX B 
Email body 
 
Dear participant, 
Thank you very much for giving your time to help us with our online survey. We appreciate you interest 
in participating in the second phase. The face-to-face interview questions will focus on the understanding 
of capacity building that your organisation performs. 
Please take into consideration that the interview is estimated to last one hour. There are two locations 
for the face-to-face interview: 1) RMIT University premises (City campus); or 2) the organisation’s 
premises. In case you chose your own premises please be aware to obtain any necessary permission. 
Please read the “Participant document” attached for more information about the project and your rights 
as a participant. 
The interviews will be conducted during the month of XXXX. Please reply this email with the date, hour 
and location of your preference. 
Kind regards, 
Natxielly Vega Gil, Master’s student  
Assoc. Prof. Paul Ramcharan 
Assoc. Prof. Martyn Jones 
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Participant Information 
 
 
 
Participant information 
 
Invitation to participate in a research project 
Title Participation of Grant-making Organisations in Capacity Building 
Project Sponsor RMIT University 
Principal Investigator Natxielly Vega Gil Espinosa 
Paul Ramcharan 
 
Martyn Jones 
natxielly.vegagilespinosa@rmit.edu.au 
03 9925 3084 
 
Dear participant, 
You are invited to participate in the above research project being conducted by RMIT University. Please 
read this sheet carefully and be confident that you understand its contents before deciding whether to 
participate. If you have any questions about the project, please ask one of the investigators. 
Who is involved in this research project? Why is it being conducted? 
This research is conducted by Natxielly Paola Vega Gil Espinosa, a Master of Social Science student under 
the supervision of Assoc. Prof. Paul Ramcharan and Assoc. Prof. Martyn Jones. This research has been 
approved by the RMIT Human Research Ethics Committee. 
Why have you been approached? 
You have been invited to participate as a representative of one of the organisations that participated in a 
previous online survey. 
What is the project about? What are the questions being addressed? 
The project seeks to analyse in depth how grant-making organisations structure their program/project 
funding to support capacity building. 
The interview questions will address the grant-making organisations’ capacity-building operationalising to 
identify participation, partnership and evaluation processes when supporting capacity building. 
The questions will include also opinions about capacity building as a strategy to strengthen not-for- profit 
organisations’ capacities. 
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If I agree to participate, what will I be required to do? 
If you decide to participate in this study, you will need to read this form to provide consent to be 
interviewed face to face. 
The estimated time for the interview is one hour and questions will be sent beforehand via email. On 
the day of the interview, a written Consent Form will be provided to you for signing. 
It is your responsibility to ensure any necessary permission required from your organisation for your 
participation in the interview. 
What are the possible risks or disadvantages? 
We do not anticipate that the interviews will cause anything more than inconvenience. You will not be 
disadvantaged personally or as an organisation as a result of taking part. 
What are the benefits associated with participation? 
There will be no direct benefits from the interview itself. The potential benefits of this project are in 
exploring the development of programs/projects that support capacity building and exploring 
characteristics that enable the achievement of quality capacity building to the third sector. 
What will happen to the information I provide? 
The information you provide will be typed up and so we would like permission to tape-record our 
interview. The data will help the researcher to understand how your organisation enables the capacity-
building process. 
The information you provide will be kept on a password-protected computer and will be de- identified. 
The data you provide will not be linked to you in any way and your confidentiality will be assured. 
The results of this study will be disseminated through journal articles and conference papers. Once data 
collection is complete, we will import the data we collect to the RMIT server where it will be stored 
securely for five (5) years. The data on the RMIT host server will then be deleted. 
What are my rights as a participant? 
The right to withdraw from participation at any time 
The right to have any unprocessed data withdrawn and destroyed, provided it can be reliably identified, 
and provided that so doing does not increase the risk for the participant. 
The right to have any questions answered at any time. 
This project will ensure that your confidentiality is maintained and that your identity will be anonymised 
in any reports and articles. 
Whom should I contact if I have any questions? 
If you have any questions about the study or you would like to obtain a copy of research report or your 
personal data, please do not hesitate to contact Natxielly Paola Vega Gil Espinosa at 
natxielly.vegagilespinosa@rmit.edu.au or phone on 03 9925 3084. 
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Yours sincerely, 
 
 
 
Natxielly Vega Gil Espinosa  
Assoc. Prof. Paul Ramcharan  
Assoc. Prof. Martyn Jones 
 
 
If you have any concerns about your participation in this project which you do not wish to discuss with 
the researchers, then you can contact the Ethics Officer, Research Integrity, Governance and Systems, 
RMIT University, GPO Box 2476V VIC 3001. Tel: (03) 9925 2251 or email human.ethics@rmit.edu.au 
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Consent form 
 
 
 
Consent form 
Invitation to participate in a research project 
 
Prescribed Consent Form for Persons Participating in Research Projects Involving Interviews, 
Questionnaires or Disclosure of Personal Information 
 
School: Global, Urban and Social Sciences 
Project title: Participation of Grant-making Organisations in Capacity Building 
Names of Investigators: 
Natxielly Paola Vega Gil Espinosa, Master’s student  
Assoc. Prof. Paul Ramcharan 
Assoc Prof. Martyn Jones 
 
 
I have received a statement explaining the interviews involved in this project. 
I consent to participate in the above project. The details of the interview have been explained to me. I 
give my permission for the investigator or his or her assistant to interview me for the purposes of the 
project as indicated in the consent below. 
I acknowledge that I have: 
(a) read the Plain Language Statement and agree to participate knowing the project’s aims, 
methods and the demands of being a participant. 
(b) been informed that I am free to stop taking part in the project at any time and to withdraw any 
identifiable unprocessed data previously supplied. 
(c) been told the project may not benefit me directly. 
(d) been told my name will be confidential and nobody will know what I said and that permission 
will be sought for any information which may not remain confidential. 
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(e) been told that information about what I say will only be given to someone else if I have given 
permission or as required by law. 
(f) been told the research data will be kept safe during and after completion of the study. The data 
collected during the study may be published, and a report of the project outcomes to the 
Brotherhood of St. Laurence. Any information which will identify me will not be used. 
(g) been told the interview will be audio-taped, transcribed and that all data shall be held securely. 
 
Participant’s consent 
 
 
Participant: Date: 
(Signature) 
 
If you have any concerns about your participation in this project which you do not wish to discuss with 
the researchers, then you can contact the Ethics Officer, Research Integrity, Governance and Systems, 
RMIT University, GPO Box 2476V VIC 3001. Tel: (03) 9925 2251 or email human.ethics@rmit.edu.au 
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Interview schedule for POs 
 
The interview schedule was formulated based on the main elements found in current capacity- building 
evaluation processes and practices that enable it. Moreover, questionnaires from the various authors 
(Einarsson, McGinnis & Schneider, 2012; Holvoet & Leslie, 2013; Kotvojs & Hurworth, 2013; Morgan, 1998; 
Návrat, 2010; Ortiz & Taylor, 2009; Wignaraja, 2009) were considered for structure and suggestions to 
develop the interview schedule. 
Opening question: 
• Can you tell me about yourself and how you get into work for the third sector? 
First I would like to discuss about the grant-making progress of your organisation in general: 
Topic Main question Probing questions 
G
ra
n
t-
m
ak
in
g 
st
ra
te
gy
 What are the organisation’s main 
activities? 
 
Who are the main stakeholders of your 
organisation? (Einarsson et al., 2012, p. 49) 
• Do you consider the government part of 
your stakeholders? 
• Have you identified elements where the 
government can support your 
organisation? 
How are grant-making decisions made in 
your organisation? 
 
To whom is the organisation formally 
accountable? (Návrat, 2010, p. 49) 
• What are the mechanisms? 
Then, I would like to discuss specifically about the capacity-building process that you provide for not- 
for-profit organisations’ needs. 
Topic Main question Probing questions 
C
ap
ac
it
y-
b
u
ild
in
g 
st
ra
te
gy
 o
u
tw
ar
d
s 
How is the capacity-building process 
developed to support not-for-profit 
organisations’ needs? 
Process probing questions: 
• Who decides which capacities need to be 
developed? 
• For how long does your organisation support 
capacity building? 
• Does your organisation condition funds 
according to the outcomes achieved in the 
capacity-building process? 
• Does your organisation provide a follow up after 
the process is finished to make sure they keep 
applying the capacities developed? 
Inputs probing questions: 
 
• What are your inputs in the process of capacity 
building? 
• Does your organisation apply the same services, 
support and process of capacity 
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  building to all the organisations? 
Outcomes probing questions: 
 
• How are goals and milestones decided? 
Stakeholder probing questions: 
 
• Does your organisation identify other 
stakeholders developing capacity building? 
- Do you coordinate efforts? 
• Does your organisation encourage to work with 
different stakeholders? 
• Do you work with outside providers to assist the 
development of capacity building? 
Evaluation probing questions: 
 
• Does your organisation assess the current 
capacities of the organisation? 
• Does your organisation implement a parallel 
assessment that the organisation needs to 
provide for your organisation? 
• On what does your organisation base the 
success of capacity building within the not-for- 
profit organisation? 
- Does your organisation monitor the 
capacity-building process? 
- Do your organisation evaluate the 
capacity-building process? 
Finally, I would like to know about the capacity-building process that you do for your own organisation: 
Topic Main question Probing questions 
C
ap
ac
it
y-
b
u
ild
in
g 
st
ra
te
gy
 in
w
ar
d
s 
How does your organisation apply capacity 
building internally? 
• How does your organisation identify 
which capacities? 
• What strategies does your organisation 
follow to build your capacities? 
• What is the purpose of enhancing those 
capacities? 
• How it is known within your organisation 
that you achieve the outcomes 
expected? 
 
• Is there anything else that we have not spoken about that you would like to add? 
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Interview schedule for peak bodies 
 
• Can you tell me about yourself and how you got involved within the not-for-profit sector? 
• What type of work does your organisation do? 
• Who are your main stakeholders? 
• Does your organisation contribute to the development of capacity building within the sector? 
• Do you have any strategy focused on capacity building? 
• What does capacity building mean to your organisation? 
• In your opinion, what is the importance of capacity building? 
• In your experience with not-for-profit organisations, what are the areas of capacity building that 
are relevant to them? 
• In your experience with philanthropic organisations, what are the areas of capacity building that 
are relevant to them? 
• If we divide the capacities into levels, being the first: individual capacities; the second: group 
capacities; the third, organisational capacities; and the fourth, inter-organisational capacities, 
which are the current levels supported within the not-for-profit sector? 
• Do you think that those capacities contribute to the social issues that Australia faces? 
• Who are the main supporters of capacity building? 
• What are the resources that not-for-profit organisations have available to develop capacity 
building? 
• Is there anything else that we have not spoken about that you would like to add? 
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APPENDIX D 
Supplementary tables 
 
 2016 2015 2014 
State No. of org. Income $ Donations $ No. of org. Income $ Donations $ No. of org. Income $ Donations $ 
NSW 1158 3,881,534,091 437,534,965 1189 1,721,902,010 321,136,926 1036 516,505,179 247,107,579 
VIC 1081 750,276,830 342,636,758 1084 909,249,993 383,547,742 940 742,055,770 322,572,997 
SA 197 60,208,587 25,934,395 197 54,330,667 24,789,689 164 51,834,913 21,686,170 
QLD 170 167,030,887 53,398,046 174 131,494,297 54,033,994 132 96,345,367 40,720,730 
WA 136 119,117,186 70,062,643 116 98,727,028 25,505,509 79 42,372,633 11,544,520 
TAS 51 63,563,444 38,691,600 42 56,888,921 9,039,021 27 54,343,039 8,960,648 
ACT 37 41,407,998 7,111,530 40 56,157,396 22,150,380 25 34,491,820 18,210,236 
NT 6 4,667,579 3,543,326 8 6,372,441 4,460,173 4 1,165,021 508,923 
Blank – – – 51 31,424,407 5,451,080 45 15,373,919 3,607,274 
Total 2,836 5,087,806,602 978,913,263 2,901 3,066,547,160 850,114,514 2,452 1,554,487,661 674,919,077 
 
